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PREFACE 



TO THE 



SECOND EDITION. 

I AM fully aware that it has been the encouragement this 
Inquiry has received from the public press which has 
obtained for it so many readers, and has brought my first 
edition thus early to an end. I take this opportunity, 
therefore, of thanking my many reviewers, and have 

* r 

appended to the work some extracts from their kindly 

• • 

criticisms. Still, though I cannot but take pride in the 

commendations thus prominently bestowed, I think that 

it would be adverse to the nature of .this treatise if it came 

to be regarded in any way as an exposition of personal 

opinions. The whole purpose of the work is to place facts, 

hitherto imperfectly realised, before the public; and if I 

have ventured anywhere to express opinions as to securities, 

or rather classes of securities, those observations have only 

been such as the figures before me have appeared irresistibly 

to lead up to and confirm. 

R. L. N. 

t/anuary 1, 1881. 



A SHORT INQUIRY 
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Which are our most profitable Investments f 

Shall we be compelled to agree with those who hold 
to the opinion that the safest investments are^ in the long 
run, the cheapest, and that the virtual absence of risk 
attaching to Consols should outweigh all other considera- 
tions ? Or shall we be taught to regard high-class Railway 
Debentures or Preference Stocks as affording what is in 
reality an equally safe security, with a little better return ? 
But there are others who believe -that the yet higher rate 
of interest yielded by Colonial Government Debentures, or 
by well-tried Foreign Gfovemment Bonds, more than com- 
pensate for the trifling additional risk incurred. And so 
on, throughout the different grades of securities, different 
investors are found to fancy each, until at length we arrive 
at those involving the gravest risks — ^those which in but a 
very small minority of instances can really be expected to 
prove prizes to the speculators who are their shareholders. 

Amongst such extreme risks will always be found the 
names of those securities which are mdx:LE^Tvo\]^^ ^&:q^T?o3&jb^* 
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Certain it is that the advertisers do for the time convince 
many that — as an instance in poiat — the most lucrative 
holdiQgs at the present day will be Indian gold mines, 
Canadian unguaranteed railway stocks, new tramways, 
and the at present least profitable of our home railways, 
in the same way as iq times past a certain class of people 
were made to believe in finance companies, American 
mines, asphalte companies, sewage companies, or in 
patent gas. But one poiat may, at any rate, be deter- 
miaed with some approach to accuracy — Which of our 
investments have up to the present time been the most 
profitable to English investors ? And while that question 
is the main object of the task before us, some suggestions 
may be offered, some reasons given, which may serve 
careful investors as a guide to the future. 

This Inquiry was first suggested to me by a cautiously 
expressed opinion in Mr. Hyde Clarke's paper on the 
''Debts of Sovereign and Quasi-Sovereign States,^' that 
in spite of the heavy losses incurred by investors in such 
defatilting loans as those of Turkey, Peru, Honduras, and 
the like, ''it is questionable whether foreign loans can in 
any way be regarded as having lost the savings of the 
country .'' It was but natural that if Mr. Clarke were thus 
dubious of the ground on which he was standing, others 
should be yet more so; and (foreign stocks being then 
in marked disfavour) it was perhaps some desire to test 
this conclusion, while proving further that colonial debentures 
had been more profitable to our investors, which induced 
me to work out the return which had actually been yielded 
over a long period of years upon every security of these 
descriptions quoted in the Stock Exchange Official List. 
An intimate acquaintance with the difierent departments 
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of the Stock Markets (for I had written almost daily upon 
the flnctaations in^ and the profits realised by^ securities 
dniing a period of nearly twenty years) had not prevented 
my forming what I must now admit were erroneous 
opinions. My ''averages/' when I had worked out all 
these calculations^ were a complete surprise to me. Mr. 
Hyde Clarke might have spoken out &r more decisively; 
for the result proved that^ after deducting the losses in- 
curred upon defaulting securities in 1874^ 1875^ and 1876^ not 
only had Foreign Grovemment Stocks been a profitable 
holding to our investors taken as a whole^ but that they 
had during' the past ten years been more profitable to us 
than Colonial Grovemment Debentures^ in spite^ too^ of the 
fact that no colonial securities were^ or had been^ in de&ult. 
This statement is not an opinion. So far, as I hope to con- 
vince you^ I am stating an absolute &ct. 

Having thus &r proved that not only myself but many 
others (being more biassed by the noisy Uttle de&ulting States 
than by the great paying ones) had entertained prejudices on 
the question of foreign stocks as investments which it was 
desirable cautiously to remove ; I determined to extend the 
inquiry to home railways^ to colonial and foreign railways^ 
to English, Scotch, Irish, colonial and foreign banks, to 
insurance companies, and various miscellaneous securities. 
And here, in brief, are the results attained by this inquiry. 
The securities actually tabulated are 555 in number, 
representing a nominal paid-up capital of £4,160,000,000, 
and a market value of £3,750,000,000*; and I venture to 
think that the percentages as they stand will be a surprise 
to many besides myself. 

• This doe0 nol repreient anj loss of principal, bo ma,nj of onr most important Btoda 
hftTing originally been iisaed at a diioonnt. 
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Pbofitb Bbalisbd by Intebtobs in thb Ukdebhentionbd Sbcusities 
IN THB Ten Yeabb fboh Januabt, 1870, to Januabt, 1880. 



Britisli Gkyremineiit Three per Genti.... 

Bank Stock 

India Sterling Four per Gents , 

dolonial Government Debentures 

Foreign Government Stocks 

Home Railway Debenture Stocks 

Do. Preference Stocks 

English Railway Ordinary Stocks 

fiootoh Railway Ordinary Stocks 

Irish Railway Ordinary Stocks 

Indian Railways 

Oanadiaa Railways 

American Railroads 

Continental Railways 

South American Railways 

London Banks 

Provincial Banks 

Scotch Banks 

Irish Banks 

Indian Banks 

Colonial Banks 

Foreign Banks 

Discount Companies 

Old Fire and Life Insurance Companies. 

Marine Insurance Companies 

Home Gas Companies 

Metr opolitau Water Companies 

Telegraph Companies 

Principal Steamship Companies 

Tramways 



Profit in 
Dividends. 



% 



per annum. 
3*2 
4-1 
40 
50 
5*9 
43 
47 
5-2 
5-6 
64 
4-8 
1-9 
57 
51 
5-3 
7-9 
7-5 
5-2 
60 
51 
8-4 
72 
6-8 
7-4 
6-7 
6-7 
51 
6-6 
61 
5*4 



Gain on 
PrincipaL 



% per annum. 

0-6 

1-4 

0-8 

0-5 

0-3 

10 

1-8 

3-8 

6-2 

3-9 

1-5 

0-2 

3-6 

0*4 

3-4 

3*9 

2*1 
-3-7 

31 
-20 

4*3 
-11 
-10 

9*4 

11 

2*2 

60 
-1*8 

0*3 

0-8 



Total 
Profits. 



% per annum. 
3*8 
5*5 
4*8 

5*5 

6*2 

5*S 

6*6 

9-0 
11*8 
10-8 

6-S 

21 

9*8 

5*5 

87 
11*8 

9-6 

1*6 

91 

3*1 
127 

6*1 

5-8 
16*8 

7*8 

8*9 
10*1 

5*3 

6*4 

6*2 



It may, perhaps, seem to be a faulty arrangement of details 
thus to tell the end of my story first ; but really no bald 
outline such as this can serve as a guide to investors. 
Indeed, the whys and wherefores of this long list of per- 
centages are sufficiently instructive and interesting in 
themselves, even though an outline of the net results be 
known already. Some of these securities paid best at 
the commencement of the decade; others at the end. 
Others, again, have passed the period at which holders 
can expect to realise large returns either in the shape of 
dividends or by a gain on the market value of their prin- 
cipal. There are other undertakings, which, having passed 
through a long probationary period during which their 
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dividends have been ^^ nil/^ are now gradually approaching a 
profit-yielding condition, and others wldch have been the 
sport of temporary ebbs and flows of speculation sufficient 
to affect the . results. Such considerations should be 
duly weighed by careful investors, who above all things 
ought to know why they have invested, accepting no 
man^s verdict but their own. Here, for instance, may 
be a rapidly growing town or a colony the trade of which is 
showing a great expansion. Then — ^the banking operations 
in that town or that colony must doubtless be extending; 
and the best established banks therein offer special induce- 
ments to the investor. Silver may some day show indications 
of rising in price. Then— silver rentes, rupee paper, or such- 
like silver investments, will be specially worth holding. A 
country may emerge from a war with credit impaired, but 
resources far from exhausted; a railway may be serving a 
district which you know to be growing rapidly; or a close 
acquaintance with special branches of trade may aid your 
judgment. There are always instances occurring wherein a 
careful inquirer may reasonably convince himself that there 
is a fair prospect of advancing prosperity. Then let him watch 
those prospects closely, and trouble himself as little as possible 
concerning the daily, hourly, fluctuations in the Stock Ex- 
change. 

Just a few words more before proceeding to deal with 
the securities themselves. It will be gathered from the 
facts and statistics supplied that this Inquiry really forms 
a sort of history of investments during the past ten years. 
The reasons why a limit of ten years has been selected for 
the Inquiry are briefly these : — In the first place, even by 
going back that distance of time, it will be found that barely 
one-half of the securities now in existence had then been 
created, or that they then existed in a very differQut fornix 
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and to have carried the inquiry further back into the in&ncy 
of joint-stock enterprise would really have been useless to 
existing investors^ with the few exceptions which will be 
touched upon hereafter. In January, 1870, the country 
was beginning to revive after a long period of commercial 
and financial stagnation, while to all appearance such was 
the condition of this and other European countries in 
January, 1880. It would obviously have been unfair to 
date the Inquiry either from the manias of 1864 or 1873; 
and altogether no better period, I think, could have been 
selected. As yet, ten years cover a long time in the history 
of most of our securities. 

With respect to the accuracy of the totals and averages 
given at the foot of the various tables, they are open to this 
objection — that the average yearly return upon a sectiriiy 
of six, seven, eight, or nine years^ standing is placed side 
by side with those which have been in existence the full 
ten years. The only effect of this, however, has been 
slightly to lower the recorded averages, and almost all 
stocks or shares which have been in existence less than 
five years (and as the last five years have been years of 
depression, those stocks are seldom important) have been 
excluded from this Inquiry. They have been in existence too 
short a time to gauge their profitable nature with accuracy. 
Finally, the average percentages of profit have been struck 
upon the existing amounts of stock, not on the average 
amounts, nor on the aggregate market values of ten years 
ago, calculations which it would have been quite impossible 
to make. If anything, the percentages given are under 
rather than over-stated, no deductions from recorded market 
values having been made for dividends accrued; but the 
margin of error is really slight, and that designedly on the 
jsafe side. 
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I. 

BRITISH GOVBENMENT SECURITIES. 

Two points can be urged in favour of the ^^ Three per 
Cents.'' They are held to be the safest investments in the 
world, and as such commend themselves to the trustee and 
the executor. They are certainly the most readily market- 
able securities in the world; and as such are peculiarly 
adapted to the banker, who has to invest a much larger 
proportion of his funds than he used to do. It may be 
objected that legislation has inflated the price of Consols 
by rendering the investment of certain funds therein com- 
pulsory ; but such investments are likely rather to increase 
than diminish, so that the consequent inflation will doubt- 
less continue. The banker's objection, that he may have to 
realise in periods of panic, or when from other causes the 
value of money is high and that of Consols comparatively 
low, may possess more weight. But the same must apply 
to all securities which a banker can hold, even to Exchequer 
Bills, of which the supply now-a-days is very meagre. 
For these reasons it seems probable that the Home Funds, 
which have now attained a very high level in the market, 
may in future be more firmly sustained in price than a 
decade and more ago we were accustomed to see them. 
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Apart from this, tte Home Fiinda have for years past been 
diminishing in quantity; and the over-inci-easing demand 
points clearly in one direction, — that of a conrersion into 
Two and a-half per Cents. Such a conversion may not 
come for some years, and could never involve a loss of 
principal. But after 1885, we must bear in mind, the re- 
demptions of the Three per Cents, on account of the Sinking 
Fund bid fair to be far larger than at present, and a new 
element will thus be brought to bear upon the market. 
But, it may be urged, — " What would be the effect of a 
great war upon the price of Consols ?" The answer may 
be summed up in a word — " Temporary," In the same 
way, French Rentes are higher now than ever they were 
before the disasters of 1870-71, which doubled the French 
debt, and lost her two of her fairest provinces. 

The return upon a ten years' investment in Britiah 
Government Securities is shown in the following tables: — 
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llie unusually high rate paid npon March Exchequer Bills 

in 1879 was a relic of the panic of 1878, In September, 
1878, the rate for the ensuing half was fixed at S^ percent. 
per annum, and in March, 1879, it was fixed at 3 until 
September, 1879. 
In addition to the 30 per cent, paid in dividends on 
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Consols during the ten years, there was a rise of 5^ per 
cent, in the market value, making the total return 35^ per 
cent. ; or, upon the market value ruling in January, 1870, 
as much as 38*5 per cent, which is equivalent to £3 ITs. Od. 
per cent, per annum as the return upon the investment. 
The percentages of profit may be set forth as follows : — 





Yield in 

Dividend 

per Cent. 

per 

Annum. 


Yield on 
Value of 
PrinciiMd 
per Cent. 

per 
Annum. 


Together 
per Cent. 

per 
Annum. 


Present 

Amount of 

Stock. 


Present 

Market Value 

of the 




PrindpaL 


3 uer Cent. Consols 


% 

3-26 
3-26 
3-26 
3-38 
2-66 
2-62 


% 

0-59 
0-58 
0-58 
0-67 
nil. 
niL 


% 

3-85 
3-84 
3-84 
4-05 
2-66 
2-62 


£ 

394*043.000 

204,660,000 

92,679,000 

3,758,000 

2,601,000 

2,562,000 


£ 
384,192.000 


3few 3 Der Cents 


199,032,000 


Reduced 3 per Cents 


90,130,000 


New 2i per Cents. 


2,969,000 


lST<^1iAnner Billii 


2,603,000 


Do. (June) 


2,563,000 






Averages and totals ... 


3-26 


0-58 


3-84 


700,303,000 


681,489.000 
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n. 

COLONIAL GOVEENMENT DEBENTURES. 

In the ten years 1870 to 1880 Colonial Debentures have, 
not only as a class, but individually and without exception, 
yielded a handsome return to all investors therein. But, at 
the same time, they have at length arrived at a position in 
the market which we can safely aflSrm will preclude them 
from yielding any such percentage of profit in future. In 
1870, for example, Canadian 5 per cent. Bonds, redeemable 
at par in 1885, were worth 96, and they paid the investor 
nearly 5^ per cent, in interest, with a prospective bonus 
upon redemption. Now, however, in the face of heavy 
Canadian borrowings, those same debentures stand at 105^, 
yielding a present purchaser but 4| per cent, in interest, 
with a prospective loss of principal five years hence of 5^ 
per cent., or more than an entire year's dividend. An in- 
vestor who had held these bonds during the past decade 
would have realised 6i per cent, per annum, including the 
gain in the value of his principal ; but during the next five 
years he can only receive 3 j per cent., after making due allow- 
ance for redemption at par.* In this way it can be readily 

* As previously stated, all percentages of profit given in this work err 
in being to some extent under-statements, no allowance kaving been 
made for dividends accrued. 
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understood ihafc w h ereas in 1870 Colonial Groyemment 
Debentnres afiEorded a field for investment in wliich from 
5 to 6 per cent, profit miglit be expected with reasonable 
certainly^ they now offer to the buyer from 4^ to 4^ per 
cent.^ and in the case of New Zealand a trifle more. 

Stilly similar diminntiond of prospectiye profits can be 
nrged in respect to Consols^ raQway debentnres and prefer- 
ence stocks^ and in almost all other classes of investments 
with fixed guaranteed dividends ; and thoagh oar colonies 
have all of them oontinned to run rapidly into debt^ the 
pubUc recognise that that indebtedness is incurred for legi- 
timate objects — ^for the construction of railways, roads, tele- 
graphs, waterworks, canals, and immigration. It is not 
necessary to show that such works — railways for instance 
— earn in net revenue a sum sufficient to provide for the 
service of the entire debt incurred on their behalf to prove 
that they are reproductive. This is the direct return. But 
such is the great power which a railway exercises over the 
prosperity and taxable property of a colony by doubling or 
trebling the value of its inland productions, its wool, or 
wheat, or copper, that if in the first ten years of that rail- 
way's existence it can be shown to have earned but half the 
interest on the cost of construction, I am of opinion that 
the colony was fully justified in incurring the outlay, and is 
in no fear of being out of pocket by the transaction. At 
the end of 1878 Victoria possessed 1,052 miles of line in 
operation, which had cost about £16,500,000 to construct, 
and the net earnings upon which in 1878 were £590,976. 
Thus, Victorian railways were directly profitable to the 
extent of 3*6 per cent., whereas the Government is pay- 
ing upwards of 5 per cent, interest upon the debt, to be re- 
duced probably to 4^ after 1885. But few will deny that 
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these lines are the making of the colony and a source of 
income to the State. New South Wales railways pay 
equally well. Not so those of New Zealand, the net income 
derived from which is not yet over 2^ per cent, on the 
capital outlay. This last-named colony has certainly been 
most lavish in its expenditure on capital account, and, far 
from constructing works to meet existing requirements, has 
admittedly undertaken great public works in view of a future 
development. A national debt of £60 per head, with an 
annual charge of £3 9s. per head, might well be con- 
sidered appalling. Yet the financial position does not 
appear to be so seriously imperilled that more careful 
guidance in future will not be able to retrieve a position in 
this Money Market which other flourishing Australasian 
colonies already possess. Indeed, the new Ministry of last 
year have notified that after they have completed the works 
to which they were committed by their predecessors, they 
will thereafter confine their outlay on new works to the net 
product of the land revenues. If they adhere to this pro- 
mise, doubtless all will be well. Cape railways have thus 
far paid the State to the extent of 2*6 per cent. 

But to return to the subject matter of this treatise. The 
following table sets forth the dividends and msirket values 
of the leading Colonial Stocks upon the same plan as 
adopted in the case of British Government Securities. 
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Throughout Hhe entire list the intereBt paymenta show an 
unbroken line. There are no defaulters. The only varia- 
tions on the ten years have been in the rise in prices, -which 
has been monotonously continuous. It will be gathered from 
the following table that, as a whole. Colonial Grovemment 
Securities have paid the investor 51 per cent, during the 
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ten years, of which 5 per cent, was represented by 
snds received, and i per cent, by the gain in market 
of his principal : — 

CULOHUI. QoTIBNlfBirT SacUBimB. 
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Colonial Government Secubities — Continued. 



New Sonth Wales 5 %, 1868 

Do. 5%, 1870 

I>o.4%,1875 

New Zealand 4 %, 1857 

Do. 6%, 1861 

Do. 5%, 1864 

Do. 5 %, Consols 

Do. 6%, 1866 

Do. 6%, 1866 

Do. 6 %, Auckland 

Do. 41 %, 1874-5 

Do. 5%, 1876 

Do. 5%, 1878 

Queensland 6 %, 1864 

Do. 6%, 1866 

Do. 6%, 1871 

Do. 4% 

South Australian 6%,1872-80 

Do. 6%, 1881-1891 

Do. 6%, redeem. 1871-1900 

Do. 6%, redeem. 1901-18... 

Do. 4% 

Btradts Settlements 4^ %, 

1877 

Tasmanian 6%, 1866 

Do. 6%, 1868 

Do. 4%. 1878 

Trinidad 5*, 1874 

Victoria 6 %, RaiL 1859-63 

Do. 6%, 1865 

Do. 5%, 1869 

Do. 4%, 1874 

Do. 4%, 1876 



Yield 


Yield in 


m 


Value 


Divi- 


of Prin- 


dend 


cipal 


per 


per 


Cent. 


Gent. 


per 


per 


Ann'm. 


Annum. 


4-9 


0-3 


51 


• • • 


4-3 


1-8 


40 


• • • 


5-6 


0-5 


5-2 


0-9 


5-2 


0-6 


5-6 


0-6 


5-6 


0-5 


5-7 


0-7 


47 


-01 


5.0 


0-8 


50 




5-4 


-6^3 


5-4 


0-4 


5-6 


10 


6-6 


0-2 


5-6 




5-5 


-6-4 


5-4 


0-5 


5-4 


0-9 


4-2 


-01 


4-5 


0-8 


5-4 


0-4 


5-4 


0-4 


4-2 


-0-7 


50 


0-8 


5-4 


-0-4 


5-3 


0-1 


4-8 


0-3 


4-3 


0-7 


41 


nil. 


50 


0-5 





Per- 


Profit 




Present 


cent- 
age of 


on Re- 
demi>- 


TotAl 
Yield 


Amount of 


Loan 
Re- 


tion 
per 


per 
Cent. 


Stock. 


deem'd 
in 10 


Cent, 
per 


per 
Ann'm. 




Years. 


Ann'm. 




£ 








860,000 


nil. 


• • • 


5-2 


578,000 


nil. 


• • • 


6-2 


5,151,000 


nil. 


• • • 


61 


450,000 


nil. 


• • 1 


40 


93,000 


nil. 


• ■ ■ 


61 


488,000 


nil. 


• ■ a 


61 


6,419,000 


8.3 


0-4 


5-4 


201,000 


Tiil. 


■ • ( 


6-2 


330,000 


nil. 


• ■ 1 


61 


31,000 


nil. 




6-4 


6,000.000 


niL 


• • • 


4-6 


1,250,000 


niL 


• • • 


5-8 


3,500,000 


nil. 


• • • 


60' 


1,581,000 


niL 


.. • 


51 


950,000 


nil. 


• • t 


5-8 


765,000 


nil. 


• • • 


6-6 


5,087,009 


nil. 


, , 


6-8 


310,000 


100- 


-0-7 


4-9 


300,000 


niL 


a • ■ 


51 


410,000 


nil. 


• • ■ 


5-9 


778,000 


nil. 


• ■ a 


6-3 


2,868,000 


niL 


... 


41 


100,000 


nil. 




5-5 


102,000 


niL 


a •■ 


5-8 


553,000 


nil. 


• • • 


5-8 


300,000 


niL 


• • a 


3-5 


190,000 


5-0 


00 


5-8 


8,000,000 


ml. 


• • • 


50 


850,000 


nil. 


• • • 


5-4 


2,107,000 


nil. 


• • • 


51 


1,500,000 


• • ■ 


• • • 


5-2 


3,000,000 


nil. 


• a • 


41 


96,812,000 


• • • 


-0-0 


5*4 



Present 
Market 

Value of 
the 

PrlnciiMiL 

£ 

911,000 

630,000 

5,048,000 

450,000 

104,000 

607,000 

6,483,000 

226,000 

366,000 

35,000 

5,730,000 

L281,000 

3,500,000 

1,691,000 

1,092,000 

880,000 

4^629,000 

310,000 

318,000 

' 484^000 

949,000 

2,724^000 

101,000 

116,000 

630.000 

279,000 

202,000 

8,520,000 

986,000 

2,275,000 

1,440,000 

2,880^000 
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III. 

INDIA AS A PROFITABLE FIELD FOR 

INVESTMENTS. 

As long as Great Britain holds the reins of power in India 
that country cannot fail to be a large and profitable field for 
the employment of British surplus capital. It may be 
taken as an axiom of finance that every settled Government 
can pay its way if it has a mind to ; and we know that as 
long as we direct affairs of State in India that the will to 
pay will not be wanting. At present the bulk of our in- 
vestments in that country are under the control of the State, 
and hold the guarantee of the State, and it is with such 
secured investments I purpose to deal. Our unguaranteed 
securities, as will be explained when Indian Banks pass 
under review, are subject to peculiar risks, which render 
their profitable nature far more fluctuating ; but the public 
have rightly learned to class Indian Government loans and 
guarantees amongst our thoroughly safe investments, and 
that conviction has gained ground considerably during the 
past ten years. 

Nevertheless, Indian finance has been subjected latterly 
to a very severe strain, owing to the remarkable deprecia- 
tion of its standard of value, the more so because so large 
a proportion of its payments are contracted to be made in 
a standard which, on the other hand, has been appreciated. 
The Indian Government have yearly to maka ^Y^^3s^^TS!L^^^^ 
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in tlds country to the extent of about £16,000,000, and the 
amount is not likely to diminish. That the State finances 
have latterly been enabled to withstand this strain, while 
silver has fallen 16 per cent, in value, while famines have 
entailed serious expense, wliile trade has been greatly de- 
pressed, and while frontier troubles hare necessitated a 
heavy outlay, is avowedly a great argument in their favour. 
It may be urged that famines, frontier troubles, and trade 
depression aTperiodical, and must therefore be provided 
for ; but when they come together, and are combined with 
an untoward condition of the currency, we have certainly 
an exceptional condition of affairs from which relief may be 
anticipated. It is a very striking feature of Indian economy 
that the value of the exports of the country so greatly 
exceed the imports ; but this condition of affairs is in a 
measure rendered more constant by the requirements of a 
foreign governing class, and by the necessity of remitting 
to England. In reality, India pays her debts to this 
country in produce, and the Grovemment Council drawings, 
of which we have latterly heard so much, alone obviate the 
necessity of the State becoming a vast shipper of produce. 
But the fact remains that in the past ten years the Indian 
Government have made both ends meet. It has of course 
paid for most of its railways by new loans ; but if repro- 
ductive works were excluded from the expenditure the 
result of the ten years' revenue and expenditure would have 
been a substantial surplus. 

There are special circumstances which give to India Four 
per Cents, a command of the market possessed by no 
other Government securities except Consols. Trustees are 
empowered to hold them in lieu of Consols, and hence 
they make the g'eneral investor a lower return upon his 
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capital tlian any other stock npon the market, with the 
exception of the Three per Cents. Naturally the rupee 
paper, in respect to which trasteea have no such privileges, 
would yield a higher rate of profit ; but the depreciation of 
the rupee has in the past ten years operated materially 
against these Four per Cents., as the following contrast 
proves. On the other hand, if we could see the way to a 
recovery in silver, rupee paper would b© an exceptionally 
profitable investment for us to hold. 

In the figures below the results in respect to the gua- 
rantees) as well as the direct Govemmrait stocks, are duly 
recorded : — 

Indun Qotbbnkent Siookb, Bailwatb, ka. 
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The reason why the Sterling Four per Cents, have risen 
only 3i per cent, in market price is because they are re- 
deemable at par at the option of the State in 1888, when 
there is httle doubt but that the rate of interest thereon wiU 
be reduced — probably to 3 per cent., which Would certainly 
be the most convenient rate for the market, and, therefore, 
one which would command relatively the highest market 
value. It cannot, therefore, be expected that India Ster- 
ling Four per Cents, can pay as much as 3^ per cent, per 
annum to the present investor during the next eight years. 
On the other hand, it does not seem probable that with the 
restricted production of silver, the price of that metal is 
likely to go much lower, and possibly it may rise. Hence, 
the rupee paper offers many advantages to the large holder, 
though not to the small one, who naturally finds the pay- 
ment of dividends in Calcutta a drawback, in spite of the 
accommodation offered him by the Indian banks. The new 
form of coupon bonds " to bearer " will of course be more 
marketable here. 

But Indian railways appear to be specially adapted to 
the requirements of those who desire safe securities. Some 
of them cannot be acquired by the State (like the East 
India was last year) for a considerable period, the Bombay, 
Baroda, and Central India not till 1905, the Madras not 
till 1907, the Great Indian Peninsula not till 1899, the 
Scinde, Punjaub, and Delhi not till 1885, the Eastern Ben- 
gal ndt till 1883, and the Oude and Rohilkund not till 1887. 
The excess dividends paid by four Indian railways are set 
forth in the foregoing table, and it should be remembered 
that they were earned during times the reverse of prospe- 
rous. It is also worthy of remark that the capital accounts 
of these companies are now practically closed, that they 
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told the great trunk lines throughout the Empire, and that 
the feeders which are so important to their growth and 
prosperity are being constructed by the Government, which 
certainly contemplates the eventual acquisition of the entire 
system. But for years to come the Great Indian Peninsula, 
as the great line connecting Bombay with both the rival 
Presidencies, and some other companies, afford reasonable 
hopes of increased profitableness, with no prospect of a loss 
of principal, whenever the State may elect to purchase. 
They have all increased steadily in market estimation in the 
past ten years. 



GoyESNMENT STOCKS. 

India Sterling 4 per Cent.^. 
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Railways, &c. 
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Great Indian Peninsula 5 
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Do. 4 per Gent. Debenture 
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Scinde & Pun j aub 5 per Gent. 
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33,798,000 
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1,113,000 

535,000 

1,030,000 

5,000,000 
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3,612,000 

256,000 

476.000 



113,189,000 
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IV. 

FOREIGN GOVERNMENT GUARANTEES. 

Foreign Government Stocks have latterly been unjustly 
condemned as means of investment because people have 
lost much money by Turkish, Peruvian, or Honduras bonds. 
He who could be tempted by the bait of extraordinary 
interest to embark the bulk of his funds in Turkish loans 
has doubtless lost ; but he who, say, ten years ago, risked 
one-third of his capital in Turkish, one-third in Italian, and 
one-third in Portuguese bonds, would at the present time 
stand a considerable gainer by his investments. It would 
be as foolish to condemn Foreign Stocks as unprofitable 
because Turkey is in default, as to discard Home Railways 
as a means of investment because people have lost money 
by the Chatham and Dover, or the East London ; or 
American Railroad undertakings because Erie, or Philadel- 
phia and Reading shares have turned out badly ; or Bank 
shares because the City of Glasgow Bank and the West of 
England Bank have stopped payment. All these classes of 
investments have been profitable over a period of years, 
though in different degrees. There are some classes of 
securities which, unhappily, have yielded our investors 
y — some wherein our net losses have to be counted 
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instead of our net gains. But these are the exceptions ; 
and it may be safely aJBBrmed that of those investors 
vrho have held a number of different investments for a 
period of years, by far the largest percentage have received 
an addition to the marketable value of their capital, besides 
a fair interest return. 

But it is at present the purpose of these remarks to 
deal with the profitable nature of Government Stocks and 
Guarantees ; and, carrying back our inquiry over the past 
ten years, we are enabled to include within it a period of 
large inflation in market prices, while in this case we 
end our inquiry at a time when depression was more 
marked than it was at the commencement of the decade. 
In 1870, the influx of foreign loans was about to begin, and 
during 1871 such applications attained a magnitude of 
£150,000,000, while in 1872 they reached £220,000,000, 
and during 1873, £85,000,000— the figures for 1871 and 
1872 including the great French loans. But 1874-75-76 
brought the collapse of very many new issues which had 
previously been paraded before the dazzled eyes of the 
public, and since then new foreign loans have been con- 
spicuous only by their absence. Yet with all the losses 
which were incurred in those years, it is a fact that Foreign 
Stocks as a whole now command a higher market than 
they did ten years back, and that a great many loans 
issued even in the years of mania now stand at a good 
premium upon their issue price. 

There has been very little difficulty in ascertaining the 
profit or loss to an investor in Consols over a long period 
of years. But when we come to deal with fluctuating 
dividends, as in the case of dividends payable in silver, or 
currency, or when the bonuses derived from redemption 
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drawings have to be taken into consideration, the calcnlatioii 
becomes more complex, and involves more extended calcula- 
tions. Turning to the London Daily Stock and Share List, 
we will select the first entry on the table of Foreign Stocks, 
which is the Argentine Loan of 1866-68. On the 31st of 
December, 1869, this loan was to be purchased at 88^, 
whereas on the same day in 1879 the quotation was 91^, 
showing a gain of 3 per cent, in principal. But during the 
same period £900,000, or 39 per cent, of the loan, had 
been redeemed at par, so that a holder of three £100 
bonds might quite expect to have had one bond paid off, 
upon which he would have received a profit of £11 lOs. 
To this add £3 as the gain in market value on each ef his 
two bonds outstanding, the net result being a gain of 
£17 10s. in principal, or an average of nearly £6 upon 
each of his bonds. Hence, we may calculate that at the 
purchase price of 88^ he has received £60 in interest, plus 
£6 in principal, making together £66, or averaging about 
7i per cent, as the net annual return upon his holding. The 
next loan, the Argentine Public Works issue of 1871, was 
brought out after the inflation of prices had set in, and to 
the original subscriber the average return for the past eight 
years has only been 6i per cent., while that on the Hard 
Dollar Loan issued in 1872 has averaged under 6 per cent, 
in the seven years of its existence. Taking all three loans 
together, the holder of Argentiue Bonds may be considered 
to have obtained a profit of over 6^ per cent, upon his 
investments were he now to part with them. 

The statements following, therefore, take into considera- 
tion (1) profit in the shape of interest, (2) profit or loss in 
the market value of the principal outstanding, and (3) profit 
on redemption ; and the combined result of these 
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three sources of profit upon practically all the Foreign 
GoTernmeiit 8tooka quoted in the "Official List" may thus 
be given : — 

FOBIIQH QoTEBKXaNT StOCIH InTEBBST &NII Mah^bt Pbicbb. 
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This table deals with a nominal capital of £2,091,000,000, 
while the market value reaches £1,462,000,000 ; and npoo 
this capital the annoal net return, after making all allow- 
ances for losses, has been about £128,000,000, or over 6 per 
cent. This, it must be admitted, is a fairly handsome retura 
upon the largest section of the world's securities. 
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But the method by which these results have been arrived 
at calls for some additional explanatory observations. The 
Foreign Stock list is at once the most important and at the 
same time the most difficult to summarise efEectually. Loans 
to the number of 127 have here been classified, about one- 
third in amount of which have been issued during the 
ten years under consideration. The great bulk of these 
•new issues were effected in the years 1870-71-72-73, and 
have, therefore, become thoroughly acclimatised ; and the 
net return therefrom, though not running the full ten years, 
may fairly be ranked with the loans of more than ten years' 
standing. It may be remarked, however, that issues effected 
during the past two years do not find a place in these figures, 
and that, including Hungarian and Austrian gold rentes, 
the Egyptian State Domain loan, and one or two other 
trifling loans, the present market value of all the Foreign 
Stocks quoted in the London Daily Stock and Share List 
is above £1,500,000,000. 

^^ But,'' it is urged, ^^ many of these Foreign Stocks are 
held mostly or largely abroad, and the return to our English 
investors cannot be accurately gauged by any such a 
tabular statement," Such criticism, which is insisted on by 
Mr. Hyde Clarke in his "Debts of Sovereign and Quasi- 
Sovereign States," applies with much force as far as the 
actual payments effected in this country are concerned. 
But though X may represent the unknown amount of our 
holding in Foreign Stocks, we may with some approach to 
accuracy assume that about 6*1 per cent, of x has repre- 
sented our annual profit upon such holdings. For instance, 
the stocks most largely held abroad are French, Belgian, 
Dutch, Austrian, Turkish 1863, and some other loans which 
may be singled out. If we exclude a\xe\i ^otcl qkoi \a^^ 

J 
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altogetlier, the totals are* all of tliem much reduced, but 
the average proportions shown at the foot of the columns 
remain with little variation. Experience proves that 
from such investments an average profit can be realised 
much in excess of what the Home Funds can yield, and 
that if the risks are properly insured, the one against the 
other, a satisfactory result may be expected. It was thi» 
averaging of risks which enabled Trust Companies some 
years back to take so extensive a hold upon the public 
fancy ; but it is better that an investor should, if he can, 
act as his own trustee in this way, and very many have 
done so to their advantage. 

It will be observed that United States Government Secu- 
rities have not thus far been included in these observations. 
They hold a somewhat remarkable position, having within 
the period named been almost entirely paid ofE at par, 
while fresh securities have been issued in their place bear- 
ing a lower rate of interest. These new securities are 
practically the old debts bearing smaller dividends, and it 
shows how enormously the credit of this Government has 
improved that the Pour per Cents, should now stand much 
higher in market value than the Six per Cents, did ten 
years ago. In the following record it has, for purposes of 
this comparison, been supposed that in 1874 the Six per 
Cent. Five-Twenty Bonds of 1862 were converted into Five 
per Cent. Funded Bonds ; that in 1876 the Five-Twenties 
of 1864 were similarly converted; that in 1878 the Five- 
Twenties of 1865 were converted into Four and a-half per 
Cent. Funded Bonds ; and that in 1879 the last of the Five- 
Twenties and the Five per Cent. Ten-Forties were converted 
into Four per Cent. Funded Bonds. These suppositions 
are only approximately accurate, but any closer inquiry 
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woold involve very intricate and lengthy calculationa, wliile 
the average percentages would be practically unaltered. 
nHiTBD Statih Gothbniient Loanb — Intebebt, &c. 
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The retum is thus 7J per cent, per annum, which ia moat 
eatiafactory aa regards the past. But no such high rate of 
return can be counted upon in future, and that for reasons 
too evident to need explanation. 
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HOME RAILWAYS. 

A EETBosPBcr of ten years to the holder of Home RaDway 
Securities cannot, as a rule, fail to be one of considerable 
congratulation. Foreign Govemment Stocks and Goloniftl 
Government Debentures have, as haa been shown, gradually 
increased with age in market estimation, but in Home Rffll- 
ways the bound has been surprising. There hare latterfy 
been bad times for trade, and bad for railway traffic — worae 
than in 1879 can hardly be imagined — yet the following 
table of dividends and market values of all the principal 
Home Railway Ordinary Stocks records an expansion both 
in the one and in the other, which merits a careful inquiry : — 
DivtDEirDe AND Mabzbt Pbigbb oi' Obdinart Stookb. 
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I>iTiDiHiis, &c., OP OBDiNiBT Stockb — Contimud. 
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A sliort study of these figures will show that a great and 
general improvement in the financial condition of our rail- 
way ByBtems has taken place ; while it must be admitted 
that no such general advance occurred in the previous de- 
cade. Between 1860 and 1870 there was, it is true, a 
Bubstantial improvement in many of the "heavy" lines, 
including about 35 per cent, in Laucashire and Yorkshire, 
nearly 30 in London and North-Weatem, 25 in North- 
Saatem, and about 15 in Midland and Manchester and 
Sheffield. But most of the Soutkem. aai 'Oiift -^-assssssi.??!^ 
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lines had fared badly ; a distrust continued to be common 
tliat railway accounts were subject to secret manipulations; 
and the disclosures with respect to the Chatham and Dover, 
the London and Brighton, and other companies, helped to 
prolong this feeling. In addition, an extraordinary rate 
of capital expenditure had been incurred, for in the four 
years 1862-66 no less than £100,000,000 sterling of new 
capital were expended on our Home Bailways, and an in- 
tense spirit of rivalry and competition had become de- 
veloped, which nothing short of a crisis like that of 1866 
was able to curb. At that time, too, there was fully 
£100,000,000 sterling of short-dated terminable debentrn'os 
outstanding, and the holders clamoured for their principal 
as well as their interest; while, to add to the confusion, 
every company issued accounts after a fashion of its own, 
and all attempts at a just comparison between them were 
quite hopeless. It is rather a matter for surprise that be- 
tween 1860, when the total of the paid-up capital was 
£334,362,928, and 1870, when it probably exceeded 
£520,000,000 (the ten years' increase being £186,000,000, 
or 56 per cent.), the original stocks should have been 
enabled to maintain their position in the estimation of in- 
vestors at all. But the vigour of their young constitutions 
was too strong to be ruined by bad nursing; and the 
passing of the '^Regulation of Railways'' Act of 1868, 
which came into operation in 1869, was the first great step 
towards the financial regeneration of these undertakings. 
It provided for a serviceable common form of accounts, 
based upon common principles, to be duly audited and re- 
ported upon, and in other ways provided the proprietors 
with a greater command over their property. Furthermore, 
companies became alive to the necessity of converting 
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Terminable Debentures into Permanent Debenture Stocks 
— a change now practically completed — and Parliament 
awakened to a clearer sense of its duties in respect to these 
restricted monopolies. Prior to the crisis of 1866, any 
contractor could obtain the passage through Parliament of 
a Bill for any competing line; and, backed up by finance 
companies, these competing, and for the most part useless, 

4 

Railways, were started wholesale, the view being that the 
trunk line of the district would be compelled before long to 
buy them up in seK-defence. Finance Companies, Lloyd^s 
bonds, and ^^ contractors^ lines" are now happily things of 
the past, and latterly the State has on many occasions 
refused a competing line when it was shown that the traiOSc 
could be adequately accommodated by the existing route. 
.Railways are brought well under command by regulations as 
to maximum fares and minimum trains, by the Law Courts 
and compensation charges, and by the Railway Commis- 
sioners j and with such safeguards it is waste to construct 
two or more parallel highways to carry the traffic which one 
could readily accommodate. It is the recognition of these 
principles of railway management which has mainly caused 
the steady growth of confidence in such investments, though 
there are other causes, such as the consolidation of innume- 
rable small stocks into a few larger ones, and amalgamations 
tending to reduce expenses, which have further improved 
market values and profits. 

During the past ten years competition has been by no 
means idle, but it has been more healthful ; while arrange- 
ments have been come to for the division of competing 
traffic in many directions — arrangements which have not 
hurt the public, although of much advantage to the share- 
holders. Nor have the companies been unmindful of pro- 
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viding increased facilities, for nearly £170,000,000 of 
capital have been expended in the past ten years, say 33 
per cent, upon the capital existing in 1869, which, with 
another £25,000,000 of nominal additions, due to amal- 
gamations and consolidations, raises the existing gross 
capital of Home Railways to £717,003,469. 

But what profits have our Home Itailways actually yielded 
in these ten years ? The table of dividends and market 
prices already given permits of a fairly accurate estimate 
being made in respect to the Ordinary Stocks. This estimate 
will be found in the following recapitulation of the com- 
panies named : — 

M HoMB Bailwat OBDiNi»T Stockb; 
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This list^ though it omits a number of insignificant stocks, 
accounts for more than 80 per cent, of the entire ordinary 
capital, and may be taken as a just criterion of what the 
entire enumeration would be. The result is that investors in 
Scotch Ordinary Stocks have obtained 11*8 per cent, for their 
money during this period ; those in the Irish 10*3 per cent., 
and those in the English 9*0 per cent. ; the average being 
9*4 per cent, for the United Kingdom. Nor has any allow- 
ance been made in these tables for the various bonuses which 
the ordinary shareholders have received in the shape of fresh 
issues of capital, the value of an allotment letter having on 
many occasions been by no means inconsiderable. On one 
occasion recently it was valued as high as 7 per cent. ; and 
the return upon Midland Stock should be specially increased 
in this way. 
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But it must not be forgotten that the Ordinary Stocks 
amount to leas than 40 per cent, of the entire £717,000,000 
of Home Railway capital. The Preference and Guaranteed 
Stocks represent another 35 per cent., and with these it is 
necessary to deal. The following is a list of many of the 
leading priority capitals, though it is quite impossible in 
the space of these remarks to deal with anything approach- 
ing a complete enumeration of them : — 

EBTtTBif am Pbbtkbbncb and GniBASTBBD Stock*. 





Market Val 


no. 


" P 


bOtllflll 


r- 




Jan.. 








laPrin 


To- 






1S80 




dond. 


oipnl. 


gettar. 




e-n 


lOb 


+ 12i 


42% 


13'% 


3S« 


OBlBdoninn i % Pntireana 




m 


+ 16t 






Bfl 


Xttblin, Wioklow. and Wuiford B %. 






+ ts 








PimiMsa% 




ffl 


+ 20 








6lM(ro« and South Weetoru S % 




23 










Grost Eaatorn 4 % Gunnmtood 






+ K 








Oreut NorthKTn H k Preference 












!>» 


Great RoDttiurn and Westarn i 1. 






+ 8 








Great WHStem S % Rent-Otaiga 


107 


TO 


+ !a 








Ito.5%PrrfersnM 


98 


m 


+ 281 






8« 


HigUandA^l^ 




Wi 


+ 16S 














+ la 








London and Blackwall 4i % 


CS 


16 


+ 20 








London and Nortll WuBtaPn 4 % 












S3 


London anfl Bonth Wostcro 41 ft 


se 


141 


+ isi 








London and Brlg-Ltou 6 % 


SB 




+ M 








London Cliathn,.n 4D»T,rPrt 4-1 », 




64 












101* 


122 


+ m 






sa 


UetropuLt .» 






+ 25 








Uidland \ 






+ IS 






ro 


Midland 1 i i 


m 


lis 








i» 






lOIl 


+ 171 






















North St .(I. rL. a I 






+ 15 








South Euststo 5 > 


m 


1.7 




^^ 


_"i_ 


''> 


iierajro 















' Oliathiun and Dovst preference Btwfc consuts mainlj ol the old Ist and 2nd Pn- 
ferenooa oonTertad In SeptombBP, 1S70, the fopmec at 119 % of Arbitration Stock ftK 
100 % old. and the Utter at 70 %, pins 30 % ordinuj itook. The diiidends inoTMBtd 
thereon from 1 %, paid in IS71, to 3( %. paid in 1S79, 

There is here shown a gain of 6i per cent, per annum, 
of which upwards of 1 J per cent, has accrued from the in- 
creased market value of the principal, and it is probable 
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that a complete list would show rather more favourable 
results. 

Finally^ 25 per cent, of Home Railway capital is invested 
in Debenture Stocks, and the profit on such holdings may 
be judged by the figures below : — 

Betubn ok Debentxtbe Stocks. 
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This class of capital has^ it will be seen, yielded only 5i 
per cent., of which about 1 per cent, has consisted of a rise 
in principal. 

The past has been gauged, and has yielded surpris- 
ing results. The expansion of dividends and values has 
probably been all the more marked because of the com- 
parative absence of such expansion in the previous ten 
years. What are the probabilities as regards the future ? 
First, it can hardly be anticipated that the Preference and 
Debenture capitals will in the coming decade prove as pro- 
fitable to holders as in the past. The great rise has partly 
resulted from consolidations giving increased market facili- 
ties, and most of these consolidations have now been carried 
into effect. But they have become more and more a channel 
to which investors seeking safe securities have turned their 

D2 
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attention, and as such the market values of Debenture Stocks 
have drawn nearer to the level of Consols, and Preferences 
to the level of Debenture Stocks. It seems probable that 
the intervals between the ranks of these high-class invest- 
ments will now much more slowly contract. The same 
remarks, however, do not apply to the Ordinary Stocks. 
There would appear to be no reasons why a return to com- 
mercial activity, whenever that desirable event may occur, 
should not further expand railway profits, which have so 
singularly well withstood the recent depression in trade. 
Fresh capital for the prosecution of new works can. now be 
raised upon terms far more favourable than has ever pre- 
viously been the case — though we confess to wishing to see 
such outlay more and more curtailed; and the principal 
drawbacks to be feared are that increased prosperity may 
lead to a revival of reckless capital expenditure, to Parlia- 
mentary campaigning, and to mutual antagonism, which 
have always been the chief foes to the shareholders. Still, 
financially, the past ten years have, as has been explained, 
been exceptionally eventful for Home Railway proprietors; 
and he would be sanguine who should count upon a return 
during the coming ten years of 9 per cent, upon purchases 
now effected in Home Railway Ordinary Stocks. No rea- 
sons can be urged why they should not pay him well ; but 
such a high percentage cannot be the ordinary lot of investors, 
even though some investments will be pointed out in the 
course of these remarks which have yielded a still higher 
rate of profit. 
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COLONIAL AND FOREIGN RAILWAYS. 

It will be difficult indeed to find Railway InveBtmenta 
whicli, during the past decade, have paid us like our Home 
Railways. Certainlyj Colonial Railways are not among 
them. All Australian and Cape lines are now State 
property ; and, for the investor. Colonial Railway Invest- 
m.ent8 consist practically of two categories, Indian guaran- 
teed and Canadian unguaranteed Securities. The former 
have, aa has already been stated, paid the buyer handsomely; 
but Canadian, in spite of the recent rise, have been one of 
the worst holdings in the market. This may be judged from 
the following list of dividends paid during the past ten 
years, and of prices at the commencement of January when 
contrasted with those of January, 1870 : — 

Canadian Bailwat DiyiDBNDs and Mabket Fbices. 
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In these eight leading Securities are comprised consider- 
ably more than half our holdings in Canadian Railway pro- 
perties ; and though the two first on the list hare paid weD, 
owing to their recently being more completely absorbed 
within the Grand Tronk system, yet the avera^ retnm 
upon the whole investment during the paet ten years has 
scarcely exceeded 2 per cent. Nor if a large number of the 
smaller securities were included in the list would a better 
result be shown, for many are in a state of banlcraptcy, 
and only those pay fairly which are guaranteed. The yield 
and present value of each stock are given below : — 
Bbtcbn on Canadian Rajxwatb. 
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Dil. 


% 


5-2 


1,12T,(K» 
S2S,D>» 

^500,000 


331,000 
1,730,000 








flreat Wertorn of Catuuia. ., 
Do. a % DebentDie Stock. 


H«o,ooo 




IM 


■15 


2-05 


ai,9Br,ooo 
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Why, it will be asked, have Canadian Bailways, as a 
class, been so unprofitable during the past decade T Ceiv 
tainly, prices were not so high in 1870 that no room was 
left for subsequent improvement. The fact is, they were 
originally financed and constructed upon altogether wrong 
principles. That they have very greatly benefited the Do- 
niinioD there can be no question, but nevertheless they were 
started upon conditions under which they could not expect 
to prosper. When railways are required for a vast and 
thinly-peopled country like Canada— railways which shall 
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act the part of pioneers to cultivation and national develop- 
ment — ^they must receive tlie support of the State during 
that period of their existence in which the development of 
traffic is small^ or, as in the case before us, their capital ac- 
counts, when increased, will have to be overloaded with 
new Stocks issued at very heavy discount, or with Prefer- 
ence and Pre-preference Securities which remove any near 
prospect of dividends. Thus in the instance of the Grand 
Trunk of Canada, the latest issue of Ordinary Stock was 
£7,500,000, at 81 per cent, discount, while the Great 
Western of Canada has recently issued Ordinary Stock at 
74 per cent, discount. Then, again, these companies were 
started during the period of the broad gauge mania, and 
years afterwards a change of gauge became a necessity. 
Thus all the works were upon a far more costly scale than 
was necessary. Probably Canadian Railways will, with 
careful management, improve their position in the decade 
before us — first, because almost all railways are intrinsically 
improving properties; secondly, because the trade of the 
districts served having passed through a long probationary 
period, may probably be expected to show more rapid de- 
velopment in the future ; and, thirdly, which is the most 
important reason of all, because they are likely to attract 
a far larger amount of ^^ through traffic.^^ Had it not been 
for the through traffic between two portions of the United 
States which has passed over the Great Western system 
that line would have been hopelessly bankrupt, and long 
before this would have ceased to possess an independent 
existence. Recently, the Grand Trunk has obtained access 
to Chicago by purchase of some lines running through 
Michigan; while as the Dominion Government are now 
committed to the Canadian-Pacific Railroad, we may 
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anticipate that another very important feeder will, in course 
of time, be added. Had Canadian Railways been originally 
constructed and nursed by the Government, they would by 
this time have been remunerative. As it is, the Grand 
Trunk is far too heavily weighted to ever become a rapidly- 
improving property, even with the traffic returns of the 
first half of 1880 before us. Indian Railways, prior to 
receiving Government guarantees, were apparently hopeless 
undertakings, yet they are now directly profitable to them- 
selves and to the State which guaranteed. 

In dealing with Foreign Railways, it is not our purpose 
to include within our remarks any obligations which receive 
a direct Government guarantee, and are regarded in the hght 
of a Government security, though most Continental and 
South American companies receive, or did originally receive 
Government support. Most United States Railroads, how- 
ever, have been established, and many are prosperous, 
without such aid. But we must remember three things in 
connection with those companies. The unf enced '^ tracks " 
have been constructed very cheaply ; their extensive land 
grants have in most cases been found very valuable assets ; 
and great attention has been paid to their through conunn- 
nications, more especially to their East and West trunk 
routes. Still, even United States Railroads a little more 
than a year ago would have been found but a poor holding 
by the investor of ten years^ standing. During 1879, how- 
ever, they sustained an altogether unexampled rise in 
market estimation, and many Securities were more than 
doubled in price. The result has been very perceptible in 
the following tables. 
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The results of these diTideads and variations in the Talne 
of the principal are given in the following table, from which 
it appears that while Continental lines have yielded the in- 
vestor about 5j per cent.. United States' have paid him 
nearly 9l per cent., and South American 8t per cent. 
Upon the supposition that he had held all three claasee ia 
amounts proportionate to. the magnitude of the respectire 
Securities, they would have returned him just 7 per c&A. 
on the ten years. 

'Bsta-ais as Fobxisn Railway Sbccbitib8. 
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It will, doubtless, strike many of our readers that the list 
given of American lines is a very meagre one, having re- 
gard to the great number of securities now quoted in our 
Stock Exchange lists. This is undoubtedly true. But 
most of the stocks now dealt in have been known in English 
markets but a very few years. Not a few have been added 
in the past twelve months, and they are of necessity excluded 
from our calculation. For instance. Union Pacific 100 dels, 
shares were added to our Stock Exchange lists in December, 
1878, and during 1879 there was an increase of 27 dols. in 
principal in addition to the dividend. Altogether, this 
stock yielded 45 per cent, to the holder during the twelve 
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months. But these and other yet more enormous per^ 
centages should not rank side by side with stocks of ten 
years^ standing; and indeed they show what must be 
patent to all but those who have been carried away by the 
frenzy of gambling, that the advance during 1879 was far 
in excess of the merits of the case. The traffic and profit* 
have doubtless increased of late, and may continue to do so, 
but in moderate proportions only. Railroads in America 
are so numerous, and competition so keen, that any great 
expansion in the dividends cannot be looked for, more espe- 
cially as working expenses must have been swollen by the 
recent fluctuations in the price of materials, which, as an 
instance in point, had in the spring more than doubled the 
cost of iron and steel rails. For these reasons it would 
appear that United States Railroad shares, at any rate, 
are likely to be less profitable to holders for some time to 
come. 

With regard to Continental Railway Securities, it may be 
said that they are yearly becoming more and more ^' home 
investments,^^ and offer less inducements to the English 
capitalist, apart altogether from possible political embroil- 
ments. Our investors in Austrian and Hungarian lines have 
not hitherto fared well, those lines suffering from a want of 
through communications and from the imposition of what 
is called an " income tax ;^' but there may very possibly be 
better times in store for them with extended communications 
and a higher value to the Austrian currency. Of Turkish 
lines the less that is said the better. 

Finally, South American companies (they are mostly on 
the Western side of the continent), after numerous fluctua- 
tions, have revived with the reviving trade of Brazil and 
the River Plate ; and they may very possibly continue to 
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pay well. And the verdict of most people will be that they 
undoubtedly ought to pay well ; for who is able to forecast 
the future of a South American republic ? Their jealousies 
and animosities one with another are but too well known. 
The profits in sight should, therefore, be commensurate 
with the risks accepted by the shareholders. 
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VII. 



ENGLISH BANKING COMPANIES. 

Not without hesitation has this section of our inquiry been 
approached ; for it is almost an impossibility to do full 
justice to the great Home Banking interests. Not that, 
even in the face of losses incurred by the Collie frauds or 
West of England Bank disaster^ will there be any difficulty 
in verifying the conclusion of Mr. Bagehot that " the 
Joint Stock Banks of this country are a most remarkable 
success /^ it will only be difficult indeed to give the full 
measure of that success. Bank shareholders have derived 
many advantages from their holdings which no mere enu- 
meration of their dividends received^ or of the market prices 
of the day, can enable us to determine. It is not the pro- 
vince of this work to inquire whether extensive additions 
to paid-up capital are desirable, although the writer just 
quoted contemplated, as the model of a successful bank, an 
institution which had by careful accumulation collected bo 
large a surplus of assets in its balance-sheet that no paid- 
up capital would be required. But our banks have chosen 
the swifter method of increasing their " moral influence " 
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by additions to espbsai ratfrw zbasL W a»iitTnims ^ sxrpi.3s 
profits, and jwiobably & s^ar^ocuiEr it ^ai T-ar*' sacnizi^ 
in either the IxaaSisa. siii GinziirT or SasDinal Pr:TTZL..iiI. 
will find that iiis fcitfrnriinal aTt'rTTTigTT-r? nare jieldeii cizzi 
quite £10 a share as bcHnSy irr^suectrrp^ cf !ihe zaiiL accmfii^ 
to liim from liis drraieaiis aaui nee r'lT^agei izarkai Talne 
of his original hcldnL^- Arier tirte- fafjire of die Cirr of 
Glasgow Bank there was cer^anilj a caa^e in nbe prerioos 
rate of expansion ; IkxIi the preseiis om^^rst*:!! of 50 rrarj 
of onr greatest baziJa froai unEziiied tro Lnnited and re- 
served liabilitT has be^i made die cccasi:^ of Te?y large, 
and possibly exceasrre, aiidrsLcns to paid-ci; capicaL Con- 
sequently, the qne^iOTL nmsu sngzesti ciself whether the 
undoubtedly sceady growuh of tankfns' operarioDS wiH 
enable bank managers and direczo^n ro pr^ivide the old rates 
of dividends npoa their now more heavily weighted capital 
accounts ? If thej can do so, and that withoat extending 
their opeiatioas into channels rnvohring greater risks, 
we may then be more assured that these additions were 
really desirable, and not o&red as a sedaxive to the bank- 
ing public dntrng the process of conversirjn into limited 
companies. In reality no soch sedative was needed, the 
public being quite prepared for the abolition of unlimited 
liability throughout the entire field of joint-stock enterprise. 
But for the present the profits of the pa^ claim our atten- 
tion, and the following figures show the dividends paid in 
the ten years — 187&-7& — ^by the leading London, or prin- 
cipally London, companies, and the market values at the 
commencement and end of the decade. 
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Though a fall in market valuea of not far short of 20 per 
cent, on the average occurred in Bank shares in the six 
months following the 2nd October, 1878, that fall was not 
at any time sufficient to have cancelled the advance during 
the previous eight years. There was also a sharp reaction 
in prices in the spring of 1875, when the Plymouth Iron- 
works and Collie failures caused such exceptionally heavy 
losses. But since that date all those losses have been 
written off out of profits, and every bank in the above 
statement marks an improvement in price between the com- 
mencement and the end of the decade — some a very aub- 
Btantial improvement. After the panic of 1866, all the 
newer Banking institutions were unwarrantably depreciated 
in public estimation, and this accounts in a measure for the 
great rise which has since taken place in Alliance, Central, 
Consolidated, and London and South- Western shares, a rise 
which in three instances has exceeded 100 per cent, on the 
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j^ears ; while, among the older institutions, the London 
County, City, and London Joint Stock have advanced 
most rapidly. The results yielded by the foregoing 
e of dividends and market prices are recorded be- 

Betubn on London, or Chiefly London, Banks. 
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part from the Bank of England, these London compa- 
have yielded the investor not far short of 12 per cent, 
innum during the past ten years, of which two-thirds 
3een actually received in cash dividends, and one-third 
jsents the increased market value of his principal, 
iding the Bank of England, which, simply from its 
holding of Government Securities, would be entitled 
nk as a Government guarantee, the return has been 
8 per cent., of which upwards of 5i per cent, has con- 
1 of cash dividends. 

I a whole. Provincial Banks have run the London com- 
)s close in the category of profitable investments. 
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This is not a complete list of Provincial Banks, but it 
contains all tlie more important companies in which invea- 
tors in 1870 could readily become shareholders, and com- 
urises an aggregate market value of £37,600,000 out of » 
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of £54,000,000, which may be roughly assigned as the 
3 of the entire list of English Provincial Banks on the 
Fanuary last. Dealing with these figures aa the London 
Danies have already been dealt with, the following re- 
. are obtained ; — 
Bbtobh on PsoTiNauL, OB Chiefly Fbovinciai., Bjlnks. 
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It is, probably, unfair to place the loss by the failure of 
the West of England Bank entirely against the profits of 
these companies, and, furthermore, in many instances con- 
siderable additions should be made to the column giving the 
^^ yield in value of principal,^^ representing the value to 
shareholders of fresh allotments of shares — a value which I 
have only been able roughly to estimate in two of the most 
important examples. So that Provincial Banks, as a class, 
may be taken to have paid the investor upwards of 10 per 
cent, per annum during the past ten years. It will be seen 
that in all parts of the country there has been a growth of 
market values. In the few instances where a partial relapse 
has occurred special reasons can be assigned, and they do 
not materially affect the general result. 

The results over the entire field of English banking re- 
main to be summarised : — 



-Average returns "per annnm.- 



In dividends. In principal. Together. 

% % % 

London bank sliares 7*9 3'9 ll-S 

Provincial banks 7'5 2.1 dH 




77 2-8 lO-S 

Bank of England stock 4'1 14 5*5 

6-3 2-3 9S 

So that in times which have been chequered with pros- 
perity and with severe reverses, the investor in English 
bank shares has received an average profit exceeding lOl 
per cent. Banking is, indeed, shown by these figures to be 
^' a trade profitable far beyond the average of trades." 

Strange to say, however, the number of new home banks 
brought forward during the past ten years to tempt inves- j 
tors has been exceedingly small. Between 1860 and 1870 
many such institutions were started and many succumbed, 
and English banking was by no means so profitable betweai 
1860 and 1870 as it has been since, mainly for the reason 
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that sucli new banks were floated and brought an amount 
of discredit upon similar joint stock enterprise. The pas- 
sage of the Limited Liability Act of 1862 gave a vast im- 
petus to the introduction of financial and monetary under- 
takings, and competition became so severe that risks were 
incurred which, since the lessons of 1866, have been care- 
fully avoided. Some few new banks have appeared within 
the past year, but they have been simply conversions of 
previously existing businesses ; while amalgamations have 
tended rather to diminish than to enlarge the number of 
our home banks. Indeed, such entirely new home banks as 
have been started during the past ten years have met with 
small success, and one-half of them have gone into liquida- 
tion. The reasons for this apparent restriction of competi- 
tors in so lucrative a business are not far to seek. ^^An 
old-established bank has a prestige which amounts to a 
^ privileged opportunity / though no exclusive right is given 
to it by law, a peculiar power is given to it by public 
opinion. The business of an old-established bank has the 
full advantage of being a simple business, and in part the 

advantage of being a monopoly business All the 

banks which pay above 20 per cent., save one, are 25 years 
old; all those which pay between 15 and 20 are so too. 
A new bank could not make these profits; in attempting to 
do so it would simply ruin itself.^^ So wrote the author of 
'^ Lombard Street ^^ in 1873, and the reasoning is as perfect 
now as it was then. 
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VIII. 

SCOTCH AND IRISH BANKING COMPANIES. 

It is very difficult to deal justly with Scotcli Bank Stocks 
during the past ten years if they are to be treated as in- 
vestments. Are the losses incurred by the most disastrous 
banking failure ever known to be written off from the 
profits earned by the existing and, as there is every reason 
to believe, well-managed companies ? The stoppage of the 
City of Glasgow Bank so surprisingly affected the markei 
values of these existing banks that it appears an unneces- 
sary hardship, even upon paper, to make them bear the 
losses incurred by the fraudulent transactions for which the 
City of Glasgow Bank directors have been tried and haTe 
suffered. Had an inquiry similar to this been instituted 
only two years ago, a profit exceeding 8 per cent, per 
annum would have been shown as the average results of 
investments in Scotch Banking Companies; and although 
that percentage of profit would have fallen short both of the 
English and Irish banks, it would have represented no 
small measure of success. Nearly 3 per cent, per annum 
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had been added to the market values of Scotch Banks 
during the eight previous years, and the faith which their 
Scotch stockholders had acquired in them as investments 
appeared almost as deeply rooted as ours in the Bank of 
England. Yet the present quotations are in some existing 
banks less by £50 to £70 than they were two years ago, 
partly because that faith has been shaken — ^trustees especi- 
ally seeking to avoid "unlimited liability," and partly 
because stockholders in the City of Glasgow Bank were 
compelled to throw their large holdings in the other banks 
upon the market. Consequently, it cannot be said that the 
Scotch Companies are as a class higher in price than they 
were ten years ago. If, however, we deduct the lost market 
value of the City of Glasgow Bank, the total must be held 
to be decidedly reduced, and unhappily, the contributories 
of that institution have lost £5,000,000 beyond the total of 
that market value. Could it be shown that in their consti- 
tution the existing Scotch Banks differed, or even at present 
differ, from that of the City of Glasgow Bank, it might 
plausibly be maintained that they should not be classified 
together in the following tables. But no Scotch Bank has 
as yet availed itself of the privileges of the Reserved Liabi- 
lity Act of 1879, though some are understood to be limited 
by charter ; most continue to conduct a " foreign " accept- 
ance business ; and, iu a few instances, their accounts still 
remain unaudited by independent professional men, though 
others have set a good example in this respect. They can 
still make investments in their own stock ; several do hold 
their own stock. It is true that the amounts thus held, 
when stated in the accounts, do not appear large in propor- 
tion to the total capitals of the banks concerned, but the 
practice is an undesirable one, and should be discontinued. 
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Some of the banks thus still suffer from being constituted 
under a system which rendered the City of Glasgow disaster 
possible, even though doubtless Scotch probity may be 
trusted never to suffer the miserable experiences of ihafc 
fraud to be repeated. 

Irish Banks were at first less affected than either English 
or Colonial Companies by the great Scotch fedlnre. But 
during 1879 they suffered severely, owing to the wide-spread 
agricultural and commercial distress. Traders in many 
districts have been much embarrassed by the entire inability 
of the peasants to liquidate any portion of their indebted- 
ness to them, and tliis and a general curtailment of business 
have reduced profits throughout Ireland. Previously, how- 
ever, Ireland had passed through a marked period of revival, 
and the benefit had extended itself to all classes of the com- 
munity. That revival has made itself conspicuous in the 
position of the two largest Irish Banks. The Bank of 
Ireland, considering that it is in the nature of a Govern- 
ment security, has paid marvellously well ; and the National, 
which suffered so heavily in the four years following 1865, 
has now nearly recovered the ground lost when the company 
was afflicted with the mania for issuing new capital, and 
declaring capital bonuses, and became involved with Charles 
Lafitte and the International Contract Company. Bnt 
these are bygones, and without further preface the fignres 
of the past ten years may be appealed to. 
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It is well worthy of remark in how smalt a degree the 
dividends of the Scotch banks have fluctuated. They 
gradually improved {even that of the City of Glasgow 
Bank) until 1878 ; while in 1879, on the other hand, there 
was generally a small reduction, the exceptions being the 
National of Scotland and the Koyal. Snch reductionB 
were natural enough, having regard to the severity of the 
crisis in Scotland, and to the liabilities entered into in respect 
to the note issues of the City of Glasgow, and, for the time 
being, of the Caledonian banks. 

With the exception of the Ulster Banking Company, the 
Irish dividends have varied more considerably, and in three 
instances the dividends are smaller at the close of the 
decade than at its commencement. These three, be it re- 
marked, are, together with the Bank of Ireland, all banks 
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which do not publish their balance-sheets, and the accounts 
of which, therefore, are never submitted to public analysis. 
The following is a summary of the above particulars : — 

Eettjen on Scotch and Ibish Banes. 





Yield in 

Dividend 

per Cent. 

per 

Annum. 


Yield in 
Value of 
Principal 
per Cent. 

I)er 
Annum. 


Together 
per Cent. 

per 
Annum. 


Present 

Amount of 

stock. 


Present 

Market Valne 

of the 

PrindpaL 




Scotch Banks. 
Bank of Scotland 


4-8 
4-9 
60 
61 
5-4 
5-4 
51 
5-6 


0-4 

0-3 

-0-8 

-1-6 

-0-5 

20 

17 

-1-5 


6-2 
5-2 
62 
3-5 
4-9 
7-4 
6'8 
41 


£ 
l,2.'5O,00O 
1,000,000 
1,000,000 
1,000,000 
1,000,000 
395,000 
2,000,000 
1,000,000 


3,512,000 


British. Linen 


2,760,000 


Clvdesdale - . 


2j080.000 


Commercial of Scotland ... 
National of Scotland 


2,380,000 
^600,000 


North of Scotland 


999,000 


Roval of Scotland 


4dOQJXO 


Union of Scotland 


2,065,000 






Citv of Glasflrow 


5-15 
4-6 


•25 
-420* 


5-4 
-37-4 


8,645,000 
870,000 


20,416,000 








5-2 


-37 


1-5 


9,515,000 


20,416»000 


Irish Banes. 
Bank of Ireland 


50 
5-2 
6-6 
87 
5-2 
50 
4-9 


30 
-11 

11 

70 
-2-5 
-2-2 

2-4 


80 
41 
77 
157 
27 
2-8 
7-3 


3,000,000 
125,000 
500,000 

1,500,000 
150,000 
500,000 
300,000 


9,000,000 
500.000 


Belfast 


Hibernian 


900,000 


National 


3^015.000 


Northern of Ireland 


342,000 


Provincial of Ireland 


1,390,000 
1,320,000 


"Dlster 






60 


31 


91 


6,075,000 


16,467,000 



* Representing the loss of market value, January, 1870, plus £5,000,000 of additioiuil 
liabilities. 

The existing Scotch Banks have, therefore, yielded their 
shareholders of ten years^ standing nearly 5i per cent, per 
annum, of which all but ^ per cent, has been in dividends. 
Including the City of Glasgow Bank, there has been an 
average loss of 3 J per cent, per annum in the principal, 
making 37 per cent, of the entire market value of Scotch 
Bank stocks ten years ago ; but as the dividends have 
averaged nearly 5 J per cent, per annum, the net amount 
realised has been about li per cent. On the other hand. 
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the Irish Banks have paid upwards of 9 per cent., of which 
two-thirds represent dividends, and one-third the augmented 
value of the principal. 

This is not an occasion upon which it will be possible 
to discuss the peculiar constitution of either Scotch or 
Irish Banking Companies. Even the ''profit and loss 
account ^^ of the one-pound note plan has on so many 
occasions received full consideration, that much further 
discussion of the matter would be useless. Both the Scotch 
and Irish systems undoubtedly involve a heavy expenditure, 
a considerable proportion of which cannot be directly pro- 
fitable. The restrictions under which their notes are issued 
prevent any very appreciable profit upon them ; while as 
the branches of the Irish Banks average more than fifty 
each, and those of the Scotch Banks are not far short of 
one hundred each, these facilities — afforded to almost every 
village in the two countries — are in their nature costly. 
This matter is concisely referred to by Mr. Inglis Palgrave 
in his '' Notes on Banking " : — 

'' The large number of branches must, however, be a cause 
of great expense, and in several other respects it is obvious 
that a business carried on in such thinly peopled districts 
as are found in many parts of Scotland, must be conducted 
to a disadvantage in comparison with those banks which 
deal with more active centres of commerce. Although the 
profit derived from their large issues of notes may be 
considerable, yet, when we consider the many expenses in- 
curred in conducting a large note circulation, the cost of 
printing, stamp duty, and the charges on importing gold 
from London when the circulation exceeds the limit fixed 
by the Act of 1845, no small deductions must be made 
from the apparent profit to be derived from this head." 

Most of the Scotch Banks have sought to add to their 

profits by the establishment of London offices, and 
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understood that these offshoots are fairly profitable. But 
they are not to be classed amongst ordinary branches of 
the present establishments^ and the blending of the two 
systems of banking would not unnaturally produce some 
friction. There are certain measures, however, which would 
undoubtedly make both Scotch and Irish Banks more ac- 
ceptable to investors, not perhaps in London, but in Edin- 
burgh or Glasgow, Dublin or Belfast. In the first place> 
it is very desirable that they should be registered as 
limited or better still as ^^ reserved liability^' companies. 
Objections have been raised to the Act of 1879, mainly 
because the conversion was not rendered compulsory upon 
all Banks, and because directors are frightened lest the 
the word ^Himited^^ should scare away their customers; 
In this they are mistaken, for those customers would be 
far more gratified by an improvement in market values 
following the registration than by the addition of a word 
which has become thoroughly accKmatised amongst them. 
There is nothing more strange in the sound of the British 
Linen Company, Limited, the Clydesdale Banking Com- 
pany, Limited, or the Provincial Bank of Ireland, Limited, 
than in the London and Westminster Bank, Limited, or the 
London and County Banking Company, Limited, conver- 
sions which have been so well received here and in the 
provinces. Such a limitation should settle the question 
of independent audits, which are still denied in various 
instances. These audits afford an assurance both to the 
shareholders and customers of a bank; and although at 
a recent Scotch Bank meeting the shareholders, to show 
their trust in their directors, did not accept the offer of 
such an audit, it would have been wiser had the Board 
rsisted in attaching an independent voucher to the 
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•accounts. Further, it is a most objectionable feature 
tliat a Bank should be allowed to buy and sell its own 
stock, and there can be little doubt that the quotation of 
the City of Glasgow Bank was supported at the last 
mainly by the bank itself buying up all the stock thrown 
upon the market. Finally, as regards the Irish com- 
panies, the absence of published accounts in the instances 
of the Bank of Ireland, Belfast Banking Company, 
Northern Bank of Ireland, and Provincial Bank of Ireland, 
is a state of affairs wholly out of keeping with the spirit 
of the age ; and it is as well to be reminded that of the 
Irish Companies the three last-named banks have paid the 
least percentage of profit to their shareholders during the 
past ten years. As regards the future, we shall doubtless 
find when these safeguards are applied, as sooner or later 
they will be, that these companies will yield their Scotch 
and Irish shareholders a good return upon their purchases. 
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IX. 



COLONIAL BANKS. 

It must be admitted tliat^ with tlie exception of Indian, 
Colonial Banks have been exceedingly profitable during 
the past ten years. Our colonies bave thriven well ; and 
the banks have thriven with them, they having thoroughly 
identified themselves with the progress which has happily 
been displayed in all English-speaking communities. Cana- 
dian Banks have, perhaps, not fared so prosperously as those 
of Australia and New Zealand. But as an instance of mar- 
vellous progress during the decade, the growth of the 
Standard Bank of British South Africa stands out first 
amongst all the varied investments dealt with in these 
pages. It will scarcely be credited that a purchaser of 
shares in this bank in January, 1870, has since realised 50 
per cent, per annum upon his holding. Yet such is an abso- 
lute fact. This bank was established in 1862, and during 
the panic of 1866 fell, as all new banks did, to a serious dis- 
count. In January, 1870, it will be seen, the shares, with 
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£25 paid, were quoted at £12, although the company was 
at that time earning and paying small dividends. But the 
area and trade of Cape Colony has since greatly increased ; 
and the discovery of the diamond fields gave South Africa 
a start which frontier wars have not been able to check. 
British South Africa is more than twice the size it was in 
1870, with twice the English-speaking population; and the 
shares of the Standard Bank are no longer valued at £12, 
but at upwards of £40* in market estimation. Here then 
is shown a rise of 250 per cent, on the ten years, equal to 25 
per cent, per annum. The profit realised upon the issues of 
new capital at par has been equal to another £6 a share, 
or 5 per cent, per annum. The dividends have at the same 
time grown steadily from 4 per cent, to 14 per cent., and in 
1880 they bid fair to be 16 per cent., or upwards of 32 per 
cent, on the purchase price of ten years back ; while over 
the ten years the investor has actually received an average 
of 20 per cent, in cash dividends upon the £12 his shares 
were worth in 1870. I have not deemed it advisable hitherto 
to refer specially to any particular security, nor do I do so 
now with a view to induce investments therein, but it has 
been desirable to explain that as British South Africa has 
grown more in proportion than any other colony during the 
past ten years, we have a good and sufficient reason for the 
growth of the most representative bank in the colony ; and 
indeed, it may be laid down almost as an axiom that a well- 
managed bank in a growing colony will find its business 
grow in similar proportions. In the next ten years it will 
be the banks of the most growing colony, whichever that 

* In July, 1880, they had considerably exceeded £^0, 
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may be, which will transact the most expanding bnaineBB. 
The following statement is certainly encouraging : — 
CoLONiAi. Bans Ditidehds and Mabest Pbicbs. 
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As a rule, Australian dividends have been quietly in- 
creased, while material additions have also been made to 
reserve funds; but the two Canadian Banks on the list 
suffered in common with most other Canadian Companies 
in 1878 to 1879, so that their dividends are lower at the 
end than at the commencement of the decade, and niarket 
values have scarcely increased. 

In Bnmmarising the foregoing dividends and market 
values, it will be found that the average dividends paid 
have realised to the investor 8l per cent, per annum, and 
that his gain in principal has reached 4i per cent, per 
annum, making together not less than 12] per cent, as the 
'ly return upon his holding. 
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Eettjbn on Colonial Banks. 



Bank of Australasia 

Bank of British North 
America 

Bank of New Sontli Wales.. 

Bank of New Zealand 

Bank of South Australia ... 

Bank of Victoria 

Colonial 

English, Scottish, and Aus* 
tralian 

London Chartered of Aus- 
tralia 

National of Australasia . . . 

National of New Zealand 
(1872) 

Standard of British South 
Africa 

Union of Australia 



Yield in 



Yield in 
Value of 



Dividend i^yf^:Z 
percent. 1^1^?.^} 
per PerCout. 

Annum. I ^^^^^ 



87 

7-4 
7-8 

To 

7-6 
72 
6-9 

8-6 

7-2 
6-6 

60 

200 

77 



8.4 



4-8 

0-2 
4.1 
60 
21 
-0-5 
0-4 

2-6 

0-2 
0-4 

-0-9 

20-6 
27 



4-3 



Together 
per Cent. 

per 
Annum. 



Present 

Amoutit of 

Paid-up 

Capital. 



130 

7-6 
11-9 
120 
97 
6.7 
73 

11-2 

7-4 
70 

5-3 

^-6 
10-4 



12-7 



1^00,000 

1,000,000 

1,000,000 

1,000,000 

800,000 

500,000 

600,000 

720,000 

1,000,000 
800,000 

350,000 

850,000 
1,600,000 



11,320,000 



Present 
Market Value 

of thu 
Priiu'ipal. 



£ 
2,190,000 

1,060,000 
2,750,000 
2,200,000 
1,216,000 
720,000 
1,080,000 

792,000 

1,175,000 
1,400,000 

826,000 

1,411,000 
3,600,000 



19,919,000 



It will not be necessary liere to discuss the system 
adopted by many Australian Companies, whereby they 
became Land-Mortgage as well as Banking Companies. 
Their advances on land have been been much curtailed 
since the failure of the City of Glasgow Bank by transfers 
to Land-Mortgage Companies, and very wisely, for how- 
ever safe such a business when carefully selected may be, 
it may easily involve a lock-up for the time being — a risk 
which no Bank has a right to run, even if much of their 
deposits are taken for longer periods than is usual amongst 
English Banks and Discount houses. 

To the depreciation in silver, even more than to de- 
pression in trade, must the poor results realised by 
Indian Bank shareholders be attributed. In January, 1870, 
silver stood at 60 |d. per oz., while in December last it was 
52id., a fall of 14 per cent. So that there has been an 
average yearly depreciation in the Indian Securities in 
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which these BaakB deal of nearly Ij per cent., although 
their capital, and no inconsiderable proportion of their re- 
Bourcea, have been obtained here, and therefore upon the 
basia of a gold standard. Added to this, the heavy failnreB 
amongst Eastern shipping merchants daring recent jean— 
failures which for some time must have been foreseen by 
thoae connected with the trade — and the falling off in diri- 
denda and prices recorded below will be readily explained : 
Indian Bank DiviDEintB and Mabeit Pbicbs. 
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The Oriental Bank Corporation also sustained a heavy 
loss upon, a holding of Chilian Bonds, which it should never 
have possessed; and the Chartered Mercantile at one time 
held an exceptionally large amount of silver bullion. The 
results of such holdings may be seen in the following per- 
centages of profit ; — 

Hbtobn on Indian BAMEfi. 
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India, though aai old-world country, and not a colony 
strictly speaking, possesses great power of steady develop- 
ment, because its enlightened Grovemment and facilities of 
intercourse are young. Consequently, there is much reason 
why Banking, conducted in the currency of the country, 
should be increasingly profitable. Such, indeed, is the 
case; but where Banks have to render their accounts in 
sterling, while conducting their business in rupees, there 
cannot fail to be heavy fluctuations in the results obtained, 
quite apart from the operations of careful and, in reality, 
successfiil banking. Of course, a rise in silver would tend 
to enhance their gains, as a fall in sHver diminishes them ; 
but it is doubtful whether it would not be advisable to 
render their accounts in rupees, instead of in a currency 
alien to the country in which their business lies. 
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FOREIGN BANKS. 

It will be unneceaaaiy to treat the subject of forei^ bankiiig 
at any great length. Our principal joint-stock undertakingi 
of this class carry on operations in the East of Enrope ani 
in Soutli America, and their transactions largely consist <J 
exchanges and remittances between different countries. It 
may be judged from the statistics appended that they hara 
not been so profitable as either home or colonial banking 
companies, and they have consequently as a whole lost 
ground in market estimation. 

FoBEiQH Bane Dividends and Mabxet Pbigeb. 
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As a rule, their dividends have fluctuated in an extra- 
ordinary degree, and such distributions were generally 
much larger in 1870 than in 1879. Aided by those high 
payments in the earlier years of the decade, they have, 
on the average, returned 7\ per cent, per annnm in cash 
dividends, from which there has to be deducted li per 
cent, for loss of principal. 

BSTTJBN ON FOBSIGN BaNKS. 
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Within the last few years some Anglo-German banks have 
been started under apparently favourable auspices, but the 
bulk of the ^^ banking business '^ between this country and 
Western Europe is in private hands. This is not what in 
England we are accustomed to consider ordinary banking 
business. Amongst English banks the doposltn roach 
nearly six times the amount of the paid-np CRf)itAl ; in 
Scotland they exceed seven times the jiaid-iip capital ; 
amongst our colonial banks they approac^h 4-4 iiiium Uio 
paid-up capital; while, as a rule, the capital of a foroiKfi 
bank actually exceeds its deposits. Hioro aro noino ono^p- 
tions, more particularly where the dopcmit^ a«i drivwii tram 
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London and are employed abroad. But the great bulk of 
their operations consist of agencies and remittances, and 
often in trading upon their own credit rather than with the 
money of other people. European banks, more especially, 
commit themselves to syndicate operations, acting the part 
of promoters and loan contractors, and are thus more in the 
nature of financial than banking houses. Consequently, 
the years when there exists a mania for foreign loans and 
foreign enterprises are found to be the most profitable years 
for foreign banks. Hitherto, their one great advantage 
over the more profitable home banks has been the entire 
limitation of their liability, much of their capital consisting 
of '^ shares to bearer.^^ 

SUHMABT OT InTEBTUXNTB IN BaNE ShABBB. 



t ^Average Annnal Return.— ————> 

Yielded in 

Yield in Market Valne 

Dividends* of Principal Together, 

per Gent, per per Gent, per ]2er Cent, per 

Annum. Annum. Annum. 

Bank of Bnglasd 4*1 14 5*5 

London Banks 7.9 8-9 US 

Provincial Banks 75 21 96 

Scotch Banks 6'2 -87 1'5 

Irish Banks 6-0 81 91 

61 1-8 7-4i 

Banks having London Offices : — 

Indian Banks 61 -20» 31 

Colonial Banks 8*4 4-3t 127 

Foreign Banks 7*2 -11 61 

• Depreciated owing to the fall in silver. 

t This advance, it should be noted, appears exceptionally- largCi but is due to the rapid 
growth of our colonies during the decade. 



XI. 
LONDON DISCOUNT COMPANIES. 
Why tL© Loadou Discount Companies have not over so long 
a. period as ten years fared as well ae the London Banks 
requires explanation. These companies have all of them 
yielded a moderate profit to their shareholders; but it can- 
not be said that at the end of the decade market values 
have increased; and there is something, as this Inquiry 
has already shown, unusual in well-established undertakings 
making no progress during the past decade. It will be 
seen from the following record that the dividends were 
smaller in 1879 than in 1870, and that in tWo instances the 
prices were actually lower, while the slight rise in the 
third company on the list is neutralised by doubling the 
capital in the interim by shares issued at £7 each : — 

DlVISBNDS AND UaBEST PBIOEe OF DlSCOITNTC HonSBS. 
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The National Discount Company's and the General Credit 
Company's dividends relapsed after 1875, that year beinj- 
memorable for the Collie failures; and both General Credit 
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and United Discount dividends were lower in 1879, partly 
because there were very few bills to discount, and those 
had to be taken at rates scarcely above the interest allowed 
on deposits, and further because each of these companies 
had a considerable sum locked up in the City of Glasgow 
Bank acceptances — namely. United Discount, £219,000 ; 
National Discount, £156,000; and General Credit, £47,436. 
These sums have now been repaid to them without interest. 
The return to the shareholders is indicated below : — 
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The falling off in the dividends after 1875 and 1878 indi- 
cates in some degree why discount companies have not held 
their own in the latter half of the decade. But in addition 
to this, the competition existing between the private and 
joint stock discount companies is far keener than between 
private and joint-stock banking companies. A discount 
company obtains the great bulk of its business by bidding 
for bills at low rates, while a bank has a much larger pro- 
portion of regular customers, who never dream of taking 
their business anywhere else. At the same time, a discount 
company has to pay interest upon the whole of its deposits, 
whereas the banks of the present day obtain very large 
available balances from ^^ current accounts ^' upon which no 
interest is payable. On the other hand, a discount com- 
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pany requires a far smaller establisliinent, can be worked 
cheaply, and can very often choose its opportunity for 
expanding or contracting its operations. Nevertheless, 
during the past two years these companies have found that 
the marginal line between deposit allowances and discount 
rates so finely drawn that they have on many occasions 
been compelled independently to lower those allowances. 
Another drawback under which they labour is the fact that 
a goodly proportion of their money is lent to them by 
country or London banks, and the result is that in times 
of pressure — ^which are also the most profitable times for 
this class of business — they are called upon to refund a 
portion of their working resources. This was the case in the 
latter part of 1878. There is no necessity to refer to the 
great discount failure of 1866, for it occurred before the 
period which is under consideration; but it would almost 
appear that this class of business is better adapted to the 
energies of the quick-witted bill-broker than to the joint- 
stock company. Mr. William Newmarch has estimated 
that seven-tenths of this class of business is in the hands of 
about five-and-twenty private firms ; and although the 
three companies on our list have now firmly established 
themselves, and may doubtless again pass through periods 
as profitable as from 1871 to 1874, their number shows no 
signs of increasing. The business of the banker has been 
described as a steady routiue, and, therefore, thoroughly 
adapted to joint-stock enterprise j but that of the Discount 
House requires more rapidity of action, a more thorough 
appreciation of the signs on the monetary horizon. A bill- 
broker in the Money Market is not unlike a jobber in the 
Stock Exchange — and who could imagine the operations of 
a jobber performed by a joint- stock enterprise ? 
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XII. 



INSUEANCB COMPANIES. 

Op all^the classes of Securities with wluch we have dealt 
for the purposes of this inquiry, none have been so profit- 
able to investors during the past ten years as our Old Fire 
and Life Offices. What has been said respecting the 
'^privileged opportunities'^ of the long-established Banks 
applies with equal, if not stronger, force to Insurance Com- 
panies, and at the present day it would appear that a new 
Insurance Company has practically no chance of competing 
for business with offices which through more than half a 
century — and some of them are much older establishments 
— ^have collected accumulated funds measured by millions 
sterling, invested for the greater part in solid Securities. 
Theoretically, as well as practically, an established insur- 
ance company is exceptionally constituted for the conduct 
of a safe and profitable business. A comparatively easy 
routine is alone required, a moderately careful selection of 
risks, a moderately careful selection of investments for the 
ever-accruing balances. Business once secured cannot be 
lost — the premiums coming in are a certain quantity for 
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years to come, and a "run" upon an inanrance company is 
ont of the question. 

Bearing all these matters in mind, we cannot be anrprised 
at the results wkick the following figures disclose. 
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In some instances it will be found that the quinquennial 
or other periodical bonuses have suddenly inflated the 
dividends, while in others may be noted the effect of an 
over-disastrous fire like that at Chicago. But it has, aa a 
rule, been the experience of our leading offices that such a 
wholesale conflagration has proved in the end a very good 
advertisement, and the Chicago fire brought them a con- 
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siderable accession of American business. As a rule, the 
dividends have quietly and steadily increased, and market 
prices advanced in practically every instance, in some 
instances enormously advanced. 
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What is the most striking in this table is the rapidity 
with which most of the shares named have increased in 
market estimation. The Commercial Union has advanced 
from £6 to £19} on the ten years, or 229 per cent. ; the 
Lancashire from £3 to £7j, or 158 per cent. ; the Northern 
from £14 to £40, or 185 per cent. ; the Queen from £1 to 
£3-^, or 2S1 per cent.; the Eoyal from £6j to £23i, or 277 
per cent. ; and the Sun Fire from £175 to £450, or 156 per 
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cent. These are exceptional instances, but taken as a class, 
the companies which had secured a safe existence ten years 
ago have since then risen in market estimation at a pace 
not far from short of 10 per cent, per annum; while the 
cash dividends have in addition yielded another 7^ per cent, 
per annum. That these are enormous rates of profit all 
must admit. Nevertheless, side by side with them should 
be placed the fact that of the new insurance companies 
brought out during the past ten years, the greater portion 
have either ceased to exist already or have carried on but a 
nominal business. Yet in not a few of the most prosperous 
companies, facts are hidden which the public ought to 
know. So conservative are some of the old offices, that we 
have known instances where year after year they have 
permitted false statements to appear in print, when an 
answer to one of the many applications made to them for 
information would have not only corrected the error, but 
have shown the companies to be far more prosperous. It 
is possible that in some cases it is thought that to tell part 
may necessitate the telling of all; and that if the public 
knew how profitable they really were, and how well their 
officials were remunerated for their services, competition 
would increase. If this feeling should predominate in 
certain directions it is unwise ; for it may be laid down as 
an axiom that the more these companies can impress the 
insuring public with a sense of their wealth and prosperity, 
the more new business will they attract. Let their profits 
and investments be thoroughly known, and in the great 
majority of iustances good, instead of harm, will follow. 
These remarks, of course, now apply more to the fire than 
to the life offices, the latter, siace the passing of the Act 
of 1870, having been compelled to make a return of assets and 
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liabilities annually to the Board of Trade. Many of the old 
companies are no longer in a position to require a paid-up 
capital at all, and a '^ reserved liability '^ is all wbicli need 
be maintained in addition to their accumulated funds. 
There is no reason why these companies should not be 
registered under the reserved-liability Act of 1879, and 
there are many reasons in favour of it. 

Whether in the future the shareholders dare hope that 
these undertakings will continue to grow in any such pro- 
portions as in the past ten years, it would be very unwise 
to predict, but there is much to be urged in favour of an 
established routine of this description. It is possible, if not 
probable, that some abatement of the premiums charged to 
insurers may be found to be necessary, an abatement 
which the figures before us show might readily be granted. 
Otherwise, powerful combinations might in course of time 
be started which would break down what at the present 
appears to be an admitted, but a self-constituted, monopoly. 



The Marine Insurance companies are more open to com- 
petition, and rather less of an established routine. A good 
underwriter is required to be a clever and energetic spe- 
cialist, and as the insurances effected are for much shorter 
periods than in fire or life oflSces, and involve far heavier 
amounts, competition is inevitably keener, and there is 
more ^^ new business ^^ always on the market. Hence, new 
companies may more readily be established; and, indeed, 
any moderately influential cUque of shippers may bring an 
undertaking of this kind into existence. Many have done 
so within the past ten years, and a smaller percentage have 
ceased to exist, while some have risen rapidly in market 
value. 
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Large profits have, it will be seen, been realised by some 
of these companieSj while others have actually lost ground 
during the ten years. The dividends have also fluctuated 
more considerably. Altogether, they have been fairly 
profitable, as the following percentages indicate r — 
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XIII. 

GAS AND WATER PEOPBRTIES. 

There is an increasing desire on tlie part of municipalities 
to purchase and control their supplies of water and gas. 
During the past ten years numerous such purchases have 
been effected^ and always, from a market standpoint, to the 
profit of the shareholder. If a municipality agree to give 
the shareholders of a gas company their existing dividends — 
and it can scarcely be expected that the shareholders would 
accept a reduction — there must of necessity be a rise in 
market value, because the guarantee of a city is worth 
relatively more than the earnings of a company. These 
purchases, however, can be most advantageously effected 
when the shareholders are receiving their maximum divi- 
dends ; for otherwise they may with some show of reason 
demand expanding dividends or ^^ deferred stock,^^ as 
in the case of most of the London water companies, 
only one of which is as yet paying its maximum rate 
of dividend. Certainly, the Metropolitan Board of Works 
could create a ^^ Metropolitan Gas Trust ^^ upon apparently 
less onerous terms than a " Water Trust,^^ because in the 
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le of tlie gas companies the maximam dividends are 
eady paid, and the companies are in reality earning pro- 
1 in addition which they cannot divide. The recently- 
ablished sliding scale to some extent complicates the 
dtion of gas stockholders, but a small percentage of 
reased payment would cover the difference. K left to 
mselyes, both home gas and home water companies must 
included amongst improving properties, for Parliament 
. granted to them rights which cannot arbitrarily be 
en away from them; and though gas companies have 
ently suffered severely becanse of the electric-light 
ents, there really seems small prospect of rivalry either 
the score of cheapness or convenience. 
[teee few remarks are a sufficient preface to the follow- 
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The foregoing dividends and prices yield the following 
percentages ; — 
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XIV. 

TELEGRAPH CABLE AND MANTTFACTURING 

COMPANIES. 

Scarcely any of our Submarine Telegrapli Securities exist 
in the form which they had assumed ten years ago, and 
some are new creations. They have, as a rule, paid, and, I 
think, earned, moderate dividends ; for undertakings which 
are a necessity, and of too considerable a magnitude to fear 
private competition, are generally found to be profitable. 
But the mania of 1870-1-2 has scarcely been justified by 
the results obtained. Repairs are of necessity numerous 
and costly ; a Company should always have two cable con- 
nections between corresponding stations, so as to obviate 
delays caused by breakages ; and certainly it is requisite to 
place large sums to reserve to cover renewals, for the life of 
a cable can scarcely be placed at so long a period as twenty 
years. But, thus far, cable manufacturing is found to be 
more profitable than cable owning, as may be gathered from 
the earnings of the Telegraph Construction and India 
Rubber Companies during the decade. 
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Neither the dividends nor the market prices of the com- 
panies prior to amalgamation are what were actually car- 
rent or declared at the dates named, but have been adjusted 
so as to show the return upon that amount — say of Anglo- 
Mediterranean Telegraph shares, which wonld be represented 
by the existing Eastern Telegraph shares according to the 
terms of amalgamation. Thus, the £9 given as the market 
value of Anglo-Mediterranean shares, really represented 
the vdue of only £5 Anglo-Mediterranean capital, and the 
dividends paid in 1870 and 1871 are but one-half the rates 
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actually declared. In 1872, this £5 of Anglo-Mediterranean 
became £10 Eastern capital, wHle as the Falmouth and 
British India received 120 per cent, in Eastern shares, the 
prices and dividends of 1870-71 represented the actual re- 
turn upon about £8 5s. of those companies* capitals. This 
manipulation was necessary for the purposes of the follow- 
ing contrast : — 

BeTUBN X7FON TeLEGBAPH SECURITIES. 
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XV. 



STEAMSHIPS AND DOCK COMPANIES. 

Pew investments are subjected to greater variations from 
prosperity to reverse, and back again to prosperity, than 
steamship undertakings. The Kst of dividends appended 
is most diversified; and though as a rule they paid best 
when trade was briskest, this was not an invariable rule. 
Their working erpenses must always absorb the major 
portion of their gross receipts; and they feel severely a 
rise in the price of coal or in ship-building materials. Most 
companies are their own insurers, and are in the habit of 
paying dividends out of the insurance fund when they have 
avoided heavy losses. Then the state of the countries 
between which they trade must be taken into consideration, 
and, as we have latterly seen in the case of the Pacific Com- 
pany, it has been absolutely necessary to develop a new 
route for the employment of a large portion of its most 
powerful tonnage. As a whole, it will be seen that 1878 
and 1879 proved more remunerative to steam marine under- 
takings than did 1875, 1876, or 1877. The reason for this 
was mainly to be found in the cheapness of working, which 
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more tlian eonuterbalaaced low freiglitB and the slackness of 
trade : — 
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It is very possible that after the recent years of depres- 
sioE, a period of greater development may be in store ior 
these companies ; but they are certainly risky investments, 
and it should not be forgotten that whenever a route is 
specially profitable, competition is sure to be developed. 
This serves to keep down anything like a striking degree 
of prosperity. 

Betubn upon Stbauship Sbabbs. 
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Docks, it might well be imagined, depending aa they do 
entirely upon shipping for their profits, would fluctuate in 
value much in the same proportions as Steamship shares. 
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But snch & conclusion wonld not only be hasty but quite 
orroneons. The dividends on Dock stocks are far steadier 
and more assured, and, though seldom High, are generally 
improving. Oftentimes their storehouses and wharves are 
as full, or fuller, in stagnant times than in brisk, for idle 
shipping and unsold goods must lie somewhere ; and hence 
we cannot find any of those marked signs of depression in 
1876-79 which might otherwise have been anticipated. 
Dock Coupahibs* Dtvisesos and Makeet Pbicbs. 
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XVI. 

LAND COMPANIES — LAND MORTGAGE 

COMPANIES. 

A Land Company, and more especially a colonial or foreign 
Land Company, is usually an undertaking of slow growth. 
Extensive land tracts can seldom be developed to advantage 
without years of attention, and hence it has been general to 
combine some other trade connected with the land which 
may yield more immediate returns. The Hudson^s Bay 
Company are extensive traders in furs ; the Australian 
Companies are mostly large growers of wool; and some 
companies also partake of the nature of a Land Mortgage 
Company. This is of course the case with the Building 
and Land Societies in this country, and of the Property 
Companies in Scotland, the former of which are a benefit 
to the community and pay their way, while the latter have 
been too much the rage North of the Tweed latterly to be 
profitable for years to come. 

Allied to the Land, but much more closely allied to the 
Land Mortgage Companies, were the Finance undertakings 
which proved such disastrous ventures a decade and a-half 
ago. That the principle of the Finance Company was 
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^Tiolly bad cannot be contended. It was the wholly reck- 
less manner in wliicli they were conducted, their excessive 
^nd ridiculous commitments, the unjustifiable dividends 
>rhich they paid during the first years of their existence, 
"^hich proved their ruin. A Finance Company with a paid- 
tip capital of £1,000,000 would agree to " finance ^^ risky 
ventures to ten times that amount ; and after the panic of 
1866 their commitments ruined them. But a Land Mort- 
gage Company of the present day ''finances^' the small 
venture instead of the large one, and does not trade beyond 
the extent of its paid-up capital and debentures ; and, when 
carefully managed upon these principles, they may be, 
some are, very prosperous. Especially has this been the 
case in the Colonies, most of all the Australian Colonies, 
a,nd many Colonial Banks have been tempted to participate 
in the business. The recognition of this, and the growing 
prosperity of the Australian Mortgage, Land, and Finance, 
the New Zealand Trust and Loan, and similar undertakings, 
has led to the introduction of many other companies of 
a similar type, some of which may possibly do very well, 
while others run the risk of being foolishly conducted and 
of ending in disaster. It cannot be too strongly impressed 
upon directors of these companies that their business must 
require constant watchfulness and supervision in the district 
where the accommodation is afforded ; while they must be 
careful to guard against the possibility of a large number of 
debentures falling due at any one time. Indeed, it would 
be well if their debentures could for the greater part be 
converted into perpetual stock. 

From these remarks, it will be gathered that the follow- 
ing figures in no way indicate the early prospects of either 
new Land or new Land Mortgage Companies. 
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In 1870, the Land Mortgage Companies then in eziateace 
were considered to be bo nearly allied to Finance Companies, 
that their market values were unduly depreciated. Take 
for instance, Manritina Land Credit and Agency Shares. 
That company had regularly pMd high dividends, yet the 
shares with £2 paid were quoted at only ISs per share {or 
at four years' purchase), while at the present price of £4, a 
rise in principal is indicated of no less than 433 per cent., 
or upwards of 43 per cent, per annum. The eztraordinaiy 
percentages indicated below must therefore be held to 
represent those extraordinary circumstances which eziated 
at the beginning of the decade, much more than the 
growing profitableness of the business transacted. 
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xvn. 

TEAMWATS. 

It is impossible to deal with these securities over a full 
period of ten years, because in 1870 such underijakinga 
were not in existence. Eight years have therefore been 
chosen as the term over which the table below extends^ and 
very few Tramways have been at work and earning dividends 
even for so long a period. As has before been pointed out, 
it is an axiom of finance that companies which are so 
serviceable to the community can always be made profitable. 
But Tramways have not proved disastrous to Omnibus Com- 
panies, as was urged during the Tramway mania. Such 
prognostications are ahnost always found to be baseless. The 
electric light will not ruin gas property, nor the telegraph 
make the letter-carrier^s duty a sinecure, nor the telephone 
afEect the earnings of the telegraph oflGice. Consequently, 
we find that the stock of the London General Omnibus 
Company, which was depreciated in 1872 by the Tramway 
mania and the underground railways, has during the past 
eight years risen rapidly, and paid larger dividends than 
ever before. On the eight years this stock has yielded more 
than five times as high a rate to the buyer as an investor in 
Tramway shares has secured. 
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CONCLUSIONS. 

HiTHBETO, for the most part, useful and profitable Securities 
have claimed our attention — Government Loans and Joint 
Stock Companies of too considerable, public, and definite a 
character to fear the effects of private competition; for 
where private enterprise can compete with joint-stock enter- 
prise the former is usually the more successful. A decade 
in the life of large undertakings has been passed in review, 
for the most part favourably ; but what can be said of the 
host of smaller ventures which have made their appearance 
since the passing of the Companies Act of 1862 f As a 
whole, they have done badly. It should be the rule of all 
investors to have nothing to do with a small company, 
unless they can watch over and control its operations. In- 
stances can be named where small companies have succeeded, 
more where large ones have failed. But these are excep- 
tions, and the rule is certainly the other way. 

But there are some important descriptions of securities 
which have not been dealt with in these pages, amongst 
which are City Loans, Iron and Coal Companies, Mining 
Companies, and Manufacturing concerns. But, taken as 
distinct types of securities, these have not been in existence 
a decade ; not even Mining Companies, for probably three- 
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f onrtlis of the Joint Stock Mining Companies in existence 
ten years ago have ceased to be, and those created since bid 
fair to hare as brief and as luckless a career. The excep- 
tions are very few, and the losses, not the profits, have been 
large.* English Tin and Copper Mining Industries are not 
likely again to assume that pre-eminence which they once 
held, foreign competition becoming steadily more and more 
powerful as communications are opened up; and the old 
proverb that no man can make money out of a Cornish 
Mine, except he be a Cornish man, is likely to hold more 
true than ever. There has never been a time when English 
shareholders have made money out of Gold and Silver 
Mining Companies, and successive manias in those direc- 
tions have ever ended in disaster. Can we, therefore, dare 
to hope that it is left for Indian Gold Mining to belie the 
past, and repay the present outlay ? 

What can be said of the Iron and Coal Companies' 
speculation of 1872-5 ? Little beyond this, that a host of 
private firms, seeing their opportunity, effected a sale of 
their properties to joint-stock companies at inflated prices, 
and that not one in four has since made anything approach- 
ing an adequate return upon the capital embarked. Some 
few of the old and giant companies which were afloat prior 
to 1870 profited considerably during the coal and iron 
famine, and on the ten years have made a moderate return 
to their proprietary. The following were the four largest 

* The names of upwards of 100 Mining Companies brought out in 
the two years 1870-71, were inserted in the pages of the IirYESTOB's 
Monthly Manual at the time ; but after a careful scrutiny I cannot 
find that more than ten of those companies are now in existence, of which 
but five have paid dividends, while one only — ^the Bichmond Consolidated 
— has paid high dividends. 
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oompsnies in existence in the country prior to 1870^ and on 
the decade their return to the investor has been : — 

Dmdends Fnmiptd Togetiher 

pv Oeoi. per Cont. per GeixL 

per per pw 

Annain. Axuumi. Amximi. 

Bo]dcoir,Taiiglitti,aBdGo 7D - 1"0 fit) 

Sbbw Yale Stod, Iron, and Goal 5-3 -5-0 (n 

Sheepbridge Coal and Iron 7"1 -4-0 Sri 

StoTelj Coal and Iron frS +4-0 IW 

But these figures are no criterion of the return upon this 
class of investments as a whole, though very possibly those 
undertakings which have survived the depression of the 
past four years may fare better in the future. 

But the record of this speculation leads us irresistibly to 
another conclusion. Whenever there is a rush to convert 
private firms carrying on any one class of enterprise into 
joint-stock companies, there is certainly some powerful 
reasons at work to induce those firms to realise. Hence, 
such conversions en masse should be shunned by the pru- 
dent investor. They will certainly occur again, and if it 
be possible by timely warning to lessen the superabundant 
supply of dupes, the consequent loss will be less. 

Investors cannot be too powerfully urged to avoid secu- 
rities which are systematically '^puffed.'' If they read a 
high-flown tirade upon the merits of such and such an in- 
vestment, they may be sure that personal interest directed 
the pen that wrote it. 

I hold it a matter of no little importance that an investor 
should be able to assign definite reasons for the selection of 
the securities he acquires. If you can form distinct opinions 
as to the development of certain descriptions of enterprise, 
certain nations, certain colonies, certain districts, and can 
watch the development of those circumstances upon which 
your opinions were founded, it is there that your most 
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profitable investments should be. If you do not consider 
yourself sujficiently conversant with finance or commerce 
to form decided opinions, guaranteed securities are better 
adapted for you, and it is always desirable to multiply your 
risks. 

Should an '^ uncalled liability" be avoided by investors f 
This is a question to which a circumstantial answer can alone 
be given. The rich man naturally enough shuns unlimited 
liability more than the poor one ; but it is th^ opinion of 
many well qualified to speak on the point that in the care- 
fully audited accounts of a limited bank such failures as 
those of the City of Glasgow and West of England Banks 
are simply impossible. Any bank may incur a loss, but 
with an efficient professional as well as lay audit, such 
losses cannot be perpetuated, and thereby increased. And 
the real danger lies in hiding such losses from sight. In a 
well-established undertaking a limited liability is a risk 
which may well be compensated by an extra i or 1 per 
cent, in dividend. Still, I look upon a comparatively new 
land mortgage company with a £20 share, £2 paid up, as a 
risk which something more than an extra 1 per cent, in 
dividend should be the sufficient compensation. 

An investor should never hesitate to buy because the 
Stock Markets are depressed and prices have fallen. The 
most rapid fluctuations in prices are those which are the 
result of speculation ; and there are times when the specu- 
lator's dilemma is the investor's opportunity. Still, it would 
be unwise for a would-be buyer to await such an oppor- 
tunity ; and this caution is merely requisite to enable him 
to gauge the temper of the Stock Exchange at what it is 
really worth. It is seldom that the daily movements in 
prices can be traced to intrinsic merits. 
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I have known money lost by the holder of a security 
making a resolution to sell it at a given price, simply be- 
cause he had realised a profit, without first selecting another 
channel for the employment of his money. It is sound 
advice to a speculator to take a profit when he sees it, but 
not to an investor, who should always recollect that secu- 
rities rise and fall together. Thus, if he sells Great 
Western Stock because it is high, he will likely enough 
end by buying London and North-Western at a corre- 
spondingly high figure. The careful investor should not 
be in a hurry to discard a security which has served him 
well. 

Finally, it may be stated that those investors fare uni- 
formly the best who hold small stakes in large securities. 
Of course it depends upon the amount of your capital to 
determine what is a small or a large holding ; but the rule 
which applies to the avoidance of small companies should be 
extended to small States and small loans. Numerous small 
holdings, however, embody the principle of those ^^ Trusts,^' 
which were started with the avowed object of giving small 
investors the opportunity of spreading their risks over a 
large field. But after one or two had been placed success- 
fully, they became the rage, and others were brought out, 
which offered impossible returns to the buyers of their certi- 
ficates. To effect this end, risks were incurred which, had 
their subscribers been informed beforehand respecting them, 
would have effectually disposed of those Trusts altogether. 
They promised great results, but hid the means whereby 
those results were to be attained. Should it now be decided 
that Trusts can be legally constituted (and as Trusts are 
more sound in principle than Trust companies, they should 
certainly be legalised), they might with some modifications 
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again become deservedly and higUy popular. But by all 
means, cast the fullest light on their proposed investments, 
that of itself being an efficient and ample safeguard against 
improper holdings. Bankers could well arrange such Trusts 
for the benefit of their customers, or solicitors for their 
cKentsj and, as a short example will teach us more than 
pages of these generalities can do, the following sketch of 
a Trust may serve the purpose in view : — 

" Messrs. have aaranged for the establishment of a 

Foreign Grovemment Trust for £1,000,000 to be invested in ten 
equal amotints in the following securities: — ^Umted States 4 per 
cent., Egyptian 5 per cent, preference, Portuguese 3 per cent., 
Russian 5 per cent. 1872, Italian rente, Hungarian Gold rente, 
Austrian Gold rente, Spanish 3 per cent., Brazilian 5 per cent. 
1876, and Chilian 5 per cent. 1873. The income derivable from these 
securities at present represents about £56,500 per nnnTiTn in the 
aggregate, or over 5i per cent, per annum, of which it is proposed 
to divide 5 per cent, annually, leaving, after deducting the maximum 
£1,000 for expenses of management, above £5,000 towards the 
declaration of a quinquennial bonus. The proceeds of bonds 
redeemed will be apphed yearly to drawings of trust certificates, 
repayable at such a price as shall represent the sums received upon 
the stocks at the date of their redemption. These repayments 
may therefore be expected to be made at a premium. If in any 
year less than £50,000 should be received in interest a correspond- 
ingly reduced distribution will be made, and arrears afterwards 
recovered would remain in hand until the payment of the quin- 
quennial bonus. The above securities can only be varied by the 
vote of holders of two-thirds of the certificates out-standing, and 
a like number of votes may at any time terminate the trust. 
Subscriptions may be made in bonds of the above loans within the 
limits stated; but should less than £500,000 be subscribed, the 
deposits will be returned." 

Such in the rough is the outline of a Trust, of a fairly 
sound character, there being a sufficient margin still to pay 
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5 per cent, interest^ eyen if any one of the ten secorities 
were wholly in default. 

In these yarioos conclusions^ I am aware that I have^ to 
a considerable extent^ reproduced views which have been 
enunciated before. I do not offer them as original, but 
true. But the irresistible conclusion which this inquiry 
has forced upon me, and which I wish to impress upon the 
investing pubhc, is this : — It is not either the shght risks 
(that is, the safe investments) nor the extreme risks which 
have been the most profitable to our investors. The 
moderate risks have certainly paid the best during the past 
ten years; and doubtless they will do the same in the 
decade to come. Take, for example. Government Stocks, 
because there, side by side, we have visibly set out before 
us all three sets of risks at once. In 1870, there were a 
certain number of such stocks which offered the investor 
less than 5 per cent, return upon his money, and they have 
paid him what he expected. But those which offered him 
from 5 to 6 per cent., and in some cases nearly 7 per cent., 
have yielded, as a class, much more considerably. But 
again, those loans which tempted investors with still higher 
baits have almost all of them ended in a loss of both prin- 
cipal and interest. Probably, the '' moderate risks ^' of the 
present day should not be sought amongst those securities 
which offer more than 5 or 6 per cent, interest, and the 
lower limit should certainly be adopted if the sum to be 
invested is not suflBlciently large to enable you to hold a 
considerable number of them. 
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COURSE OF MARKET PRICES 

IN 1880: 

ITS PROBABLE INFLrEXCES OYER THIS AND 

SUCCEEDIXa YEARS. 



Thzbe has been a great rise in tlie prices of public seca- 
rities in 1880; a rise, I think, which affords matter for 
careful reflection. Dividends have, as a whole, increased 
—certainly such has been the case with the railway dividends 
— and had the foregoing Inquiry been carried down to the 
end, instead of the beginning, of 1880, more surprising 
results would have been chronicled therein. But the rise 
in prices has been far more decidedly marked than the rise 
in dividends. It is in times like these we find the theory 
revived, that as capital goes on accumulating and increasing 
so rapidly in proportion to other indications of the World's 
progress, so it is in the nature of things for capital to 
become less profitable, that is less dividend-yielding, to its 
accumulators. Hence, that securities make a smaller return 
to investors at current market prices than they used to do, 
and that in years to come they will make a smaller return 
at prices current then than they do now. At the same 
time, the counter theory advanced so powerfully after the 
American and Austro-German crises of 1873-4, and after 



COUESB OP PRICES IN 1880. Ill 

tlie collapse in Foreign Stocks, tliat existing capital is 
destroyed almost as fast as new is created, loses its hold 
Upon us, because tlie immediate present appears so forcibly 
to disprove it. 

It cannot be denied that this Inquiry has tendqd rather 
to the support of the former theory, and there are special 
reasons why this should be so. In the first place, amongst 
the largest class of securities with which the public have to 
deal — Foreign Government Stocks — there has been in most 
cases an undoubted tendency to an expansion in prices, 
and for this reason. There is in every civilised community 
a desire to constitute their funds as privileged investments, 
and, except where there are very excessive creations of debt, 
in any progressive State the increasing demands year after 
year for such privileged investments has caused them to 
rise, the "moderate risks ^^ as a whole growing the most 
rapidly, while the safer the security the less marked its 
progress. It has been suggested to me that there may be 
ceitain limits which solvent securities have a constant ten- 
dency to approach; but that as this tendency becomes visibly 
less powerful the nearer that limit is attained, there will at 
length be a point where all such advances will practically 
cease. But this consideration may well be left to future 
theorists, these remarks being mainly designed for the 
benefit of present practical investors. Another reason why 
the value of securities dealt with in the preceding pages has 
generally risen is to be found in the fact that market 
facilities have largely expanded, and prices have grown in 
sympathy with such greater facilities. A third and very 
natural reason is that every security after it has been 
acclimatised to the market, and has proved itself to be fairly 
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even tHough its dividends are fized^ and rises in yalae 
accordingly. Tlie mortality amongst new securities is 
enormous, and those who seek really safe investments 
should not touch them, unless such new securities are 
secured, upon older ones. This Inquiry has dealt with 
investments which have not died in their infancy, and 
growth has therefore been most natural amongst them. 
Happily, there is now such a mass of seasoned securities 
that they are available for all who choose to embark 
therein, while to the great speculative element may 
be trusted the provision in time of additional seasoned 
securities, the more so because for some few years to come 
the supply of new investments bids fair to be considerable. 
It is, perhaps, a coincidence that in the year now closed 
those securities which in the previous decade had been 
proved to have paid the best, have again most increased in 
market value. The old Fire and Life Offices have again 
risen marvellously well, their growth being so rapid that 
efforts at increased competition are sure sooner or later 
to be made ; Home Eailway ordinary Stocks have probably 
advanced 16 per cent, on the average, their preference 
stocks 4 or 5 per cent. ; Foreign Government Stocks quite 
7 per cent, over the entire list ; Colonial Debentures 4 per 
cent. ; and Consols, being the safest securities, by a smaller, 
but yet a distinct percentage. Colonial and American 
Eailways have proved great atti^actions to the public. 
Banks have again increased in market favour, and miscel- 
laneous companies have generally risen. Water Stocks and 
Land Companies having been specially in request. But, 
while the advance has been so great and so general in the 
past year, it would, I think, have resulted in a too highly 
coloured picture of '^the profitable nature of our invest- 
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ments^' to have included that advance in the preceding 
tables. 

More especially is this the case because there are reasons 
for supposing that the years which are to follow will 
indicate no such general improvement. I do not, by any 
means, wish to aflSrm a belief that the markets have yet 
risen to the full height of the inflationary period; and 
existing securities may possibly enough show fairly sustained 
improvement for a year or more to come. What I desire 
to point out is this, that there are signs that the inflation 
will mainly flow into different channels — that a time is now 
approaching, and it reaches us periodically, when new 
securities will compete far more keenly for public favour 
than has been the case with us since 1873. And they will 
in due time divert the flow of public favour which has in 1879 
and 1880 so powerfully set in towards older investments. 

The history of past financial epochs is peculiarly in- 
structive now. After every period of panic and consequent 
discredit of marketable investments, there comes a time 
when faith in securities which have stoutly withstood the 
storm graduaUy returns. Such was the position of affairs 
in 1862 ; such again was the situation in 1869, in the first 
half of 1870, and just after the Franco-Prussian war in 
1871. It is during this period that, while new investments 
are still distrusted, the old grow with increasing rapidity in 
market favour until there 'comes a time when the tempta- 
tions of the hour are too strong to be longer resisted. All 
existing securities, safe or unsafe, then appear to be rising 
rapidly ; some few novel ventures are placed successfully^ 
and the result is that in a short time the owners, and 
often the borrowers of money, are led to embark in a 
host of untried investments. But the finance, banking. 
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EXTRACTS FROM REVIEWS AND NOTICES. 

¥rom the Times. 

" Mr. S. L. Nasli has gathered together a great amount of snggeBtiTe 
information. His plan is to go through the leading classes of securitieB 
into which the British public has put its money and to ask in each case. 
How has this class of investment paid ? The results presented in answer to 
this question are very remarkable and afford a striking testimony to the 
reality of the progress made by the world even during the last ten years, 
when stagnation has been so often and so loudly complained of. * * * 
Mr. Nash, for example, points out that although a person who had embarked 
his all in Turkish, Peruvian, or Honduras bonds would have undoubtedly 
come out a loser, yet one who had divided ten years ago his capital equally 
between Turkish, Italian, and Portuguese stocks wocdd to-day have made 
money by his investments. He sets forth this lesson in detail. * * * 
In tins way Mr. Nash goes through the leading investments of the world* 
and comes to conclusions gener^y favourable. Where the British public 
has lost most money appears to be in smaller joint stock ventures, mining 
and manufacturing concerns, and in some Continental and American 
Bailways. 'Probably three-fourths of the joint stock miTiiug companies 
in existence ten years ago have,' Mr. Nash says, 'ceased to be;' and he 
significantly adds, ' there has never been a time when English shareholders 
have made money out of gold and silver mining companies, and successive 
manias in those directions have ever ended in disaster.' Altogether, this 
unpretending littie work will be found full of suggestive matter." 

From the Daily Telegraph. 

"Mr. B. L. Nash has published a work of a very interesting natcoe 
to the numerous class which invests in public securities. His aim is to 
show by a record of all the more important stocks and shares, their divi- 
dends and market values, what descriptions have yielded most to an in- 
vestor in a given time, and the period embraced in the investigation is 
the ten years since 1870. The securities tabulated by him are 555 in 
number representing a nominal paid up capital of JS4,160,000,000, and an 
actual market value of £3,750,000,000; including British and Foreign 
Government Stocks, railways in all pajrts of the world, and the entire 
class of miscellaneous investments. A comprehensive table gives the 
general results of the Inquiry, and from these it appears that the total 
profits to an investor have ranged from 8*8 per cent, on English Qovem- 
ment Three per Gents, up to 16*8 per cent, on ' old insurance oompanieB.* 
* * * A great deal of useful information is given in the volume, accom- 
panied by suggestive hints for the guidance of investors." 

From the Standard, 
"An interesting and useful brochure. * * * The author has 
expended a large proportion of labour upon the analysis of statistics 
affecting British, Colonial, and Foreign Government Bonds, and Hom^ 
Colonial, and Foreign Eailways. The deductions drawn as to the profitable 
character of these investments cannot fail to interest, if not» in some 
instances, to surprise the reader." 

From the Daily News. 
" Those who have been content to select their investments from the 
large and varied list of securities openly dealt in upon the Stock Exchange 
have> on the whole, profited greatly. Figures have been compiled (see 



Mr. Nash's 'Inquiry into the Profitable Nature of our Investments") 
showing the great benefit accruing to holders of various kinds of public 
stocks and shares since 1870, first in the matter of annual dividends, and 
secondly in the difference between selling prices now and buying prices^ in 
that year. * * * In some cases there has been heavy loss, but taking 
one with another the market value of public securities has so greatly 
improved as to produce the average result arrived at. * * * That bulk 
is so immense that the virtual accuracy of the average cannot be seriously 
questioned." 

From the Morning Post, 

"A most useful little treatise » » * Mr. Nash has, by elaborate calcu- 
lations of the returns during the last 10 years, arrived at the condusions 
which will astonish many persons, and the author admits that the result has 
surprised himself." 

From the Economist. 

•' Mr. Nash has published in this volume a series of investigations into 
the results which have accrued to the British public from the class of invest- 
ments it commonly holds. » » » The general table of results in the 
commencement of the volume may well be pondered over, and many useful 
hints will be found amongst its pages. * * * We have no doubt that 
the reader of this book wiU find the advice to venture on no investments 
which show more than a * moderate risk * a very sound one." 

From The Banker^ Magazine. 

" An inquiry of this nature is quite apropos of the situation. Its value 
is assured by coming from the handE of one who is well qualified to conduct 
such an inquiry. The useful information contained in this manual is 
tempered moreover with souind advice, which enables us to recommend the 
book to the notice of our readers." 

From the Financier, 

''It gives in a concise and therefore particularly valuable form, the 
results of an industrious examination of the course of more than five 
hundred of our most important public securities." 

From the 8cot8m>an. 

"The object of this "Short Inquiry" is to supply an answer to the 
question. Which are our most profitable investments? suid the reply which 
Mr. Nash gives is no mere expression of individual opinion. It is based 
upon an elaborate investigation into the returns yielded during the past ten 
years by the various classes of investments ; and some idea of the compre- 
hensiveness and painstaking character of the inquiry may be gathered &om 
Mx. Nadi*s statement that ulc securities he has tabulated for this purpose 
are 555 in number, representing a nominal paid-up capital of JB4,160,000,000. 
The conclusions to which this detailed examination leads are, Mr. Nash 
confesses, a surprise to him even, although he has been daily watching and 
writing upon the fiuctuations in securities for nearly twenty years, and they 
are certain to be much more surprising to the ordinary investor. A close 
examination, such as that here instituted, shows the fallacy of some current 
notions, and altogether the work is one from which investors will obtain 
much valuable information, and many suggestive hints as to what securities 
ought to be purchased, and when the best time is for buying them. 
Especially valuable as a warning to thoughtless or over-^eedy investors is 
the proof afforded of the fact that those ventures which Imve tempted 
investors with high baits 'have almost all of them ended in a loss of M 
principal and interest.' " -«4 
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